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Politics 


Mykola  Azarov,  the  prime 
minister  of  Ukraine,  accused 
those  who  are  opposed  to  his 
government’s  rejection  of 
closer  ties  with  the  European 
Union  of  escalating  “political 
tensions”.  He  warned  prot¬ 
esters  at  mass  rallies  to  obey 
the  law,  or  they  would  be 
punished.  He  survived  a  no- 
confidence  vote  in  parliament. 
President  Viktor  Yanukovych 
went  to  China,  apparently  to 
forge  closer  economic  ties. 
Both  he  and  Mr  Azarov  contin¬ 
ue  to  face  calls  to  step  down. 

The  French  National 
Assembly  voted  for  a  bill  that 
makes  it  a  crime  to  pay  for  sex, 
though  prostitution  will  retain 
its  legal  status.  The  contro¬ 
versial  measure,  which  must 
still  pass  the  Senate,  would 
impose  fines  starting  at  €1,500 
($2,000)  on  the  customers  of 
the  40,000  prostitutes  who 
work  in  France.  Opponents  of 
the  law  fear  it  will  push  prosti¬ 
tution  underground. 

Politicians  in  Germany 
echoed  the  recent  calls  of  their 
British  counterparts  to  stop 
welfare  tourism  in  the  eu. 
They  were  provoked  by  a 
regional  court  in  North  Rhine- 
Westphalia,  which  ruled  that  a 
Romanian  family  was  entitled 
to  social  benefits,  even  though 
none  its  members  had  a  job  in 
Germany.  Restrictions  on  the 
free  movement  of  Romanian 
and  Bulgarian  workers  are 
being  lifted  across  the  eu  in 
January. 

A  court  in  Moscow  jailed  Pavel 
Dmitrichenko,  a  dancer  with 
the  Bolshoi  Ballet,  for  six 
years  for  organising  an  acid 
attack  against  the  ballet’s 
former  artistic  director.  The 


case  revealed  bitter  infighting 
at  the  Bolshoi,  Russia’s  best- 
known  opera  house. 

A  breakdown  in  law  and  order 

Two  people  died  and  more 
than  60  were  injured  during  24 
hours  of  looting  in  Cordoba, 
Argentina’s  second  city.  Doz¬ 
ens  of  supermarkets  and  shops 
were  attacked  after  the  local 
police  went  on  strike  for  higher 
pay.  Cordoba  is  governed  by 
an  opponent  of  President 
Cristina  Fernandez,  whose 
government  initially  refused  to 
help  quell  the  disorder. 

Mexico’s  Senate  approved  a 
political  reform  that  would 
overturn  a  ban  on  legislators 
and  mayors  standing  for  con¬ 
secutive  terms  and  extend  the 
remit  of  the  independent 
electoral  authority  to  sub¬ 
national  elections.  Meanwhile, 
a  left-of-centre  party  pulled 
out  of  a  pact  to  support  re¬ 
forms  brokered  last  year  by 
President  Enrique  Pena  Nieto. 

Large  parts  of  Venezuela 
suffered  a  power  cut  that  the 
government  blamed  on  oppo¬ 
sition  “sabotage”  ahead  of 
municipal  elections  on  De¬ 
cember  8th.  Others  attributed 
it  to  official  mismanagement 
and  neglect  of  the  power  grid. 

Police  in  Ontario  arrested  a 
Canadian  citizen  of  Chinese 
descent  on  suspicion  of  trying 
to  pass  secrets  about  Canada’s 
naval  shipbuilding 
programme  to  China. 


Motor  City  under  the  wheels 


A  federal  judge  decided  that 
Detroit  should  be  protected 
under  federal  bankruptcy  laws 
so  that  it  can  restructure  its 
debt  commitments.  The  judge 
also  ruled  that  the  city’s  pub¬ 
lic-sector  pensions  were  not 
sheltered  from  the  restructur¬ 


ing  process  under  the  state 
constitution,  a  judicial  prece¬ 
dent  that  will  be  read  closely  in 
other  cash-strapped  cities 
across  America  that  are  look¬ 
ing  at  ways  to  reduce  debt. 

Meanwhile,  the  legislature  in 
Illinois  cut  benefits  in  the 
state’s  pension  scheme,  which 
is  $100  billion  in  the  red. 

The  House  of  Representatives 
extended  a  measure  that  out¬ 
laws  guns  undetectable  by 
airport  screening,  but  without 
the  provision  for  home-made 
3D-printed  guns  that  officials 
wanted.  Philadelphia  recently 
became  the  first  American  city 
to  ban  3D  guns. 

Seeking  reassurances 

America’s  vice-president,  Joe 
Biden,  visited  Tokyo,  Beijing 
and  Seoul  in  hopes  of  easing 
tensions  aroused  by  China’s 
declaration  of  an  East  China 
Sea  “air  defence  identification 
zone”.  Japan  was  disappoint¬ 
ed  that  while  in  Tokyo  he  did 
not  call  for  its  revocation. 

South  Korea  was  thinking  of 
expanding  its  own  zone  to 
overlap  further  with  China’s. 

The  main  spy  agency  in  South 
Korea  claimed  that  North 
Korea’s  young  dictator,  Kim 
Jong  Un,  had  purged  his  uncle, 
Jang  Song  Taek.  Along  with  his 
wife,  Mr  Jang  was  presumed  to 
be  the  regent  following  the 
death  of  Mr  Kim’s  father,  Kim 
Jong  II,  two  years  ago. 

The  International  Atomic 
Energy  Agency  praised  Japan 
for  its  clean-up  of  the  Fuku- 
shima  Dai-ichi  nuclear  plant. 
This  came  after  months  of 
domestic  alarm  over  leaks  at 
the  stricken  plant.  However, 
the  iaea  said  much  more  had 
to  be  done  to  deal  with  the 
radioactive  water  there. 

Bangkok,  the  capital  of 
Thailand,  fell  calm  before  King 
Bhumibol’s  86th  birthday. 
Opposition-led  protests  to 
unseat  the  government  of  the 
prime  minister,  Yingluck 
Shinawatra,  had  turned  viol¬ 
ent,  killing  four  people.  The 
army  and  politicians  mediated 
a  temporary  truce.  The  prot¬ 
esters  claim  the  government  is 


a  puppet  of  Thaksin  Shina¬ 
watra,  Ms  Yingluck’s  brother, 
ousted  as  prime  minister  in 
2006  and  now  in  Dubai.  Ms 
Yingluck’s  government  was 
elected  in  a  landslide  only  two 
years  ago. 


Descending  into  anarchy 


The  first  batch  of  an  additional 


1,000  French  troops  were 
dispatched  to  the  Central 
African  Republic,  where 
marauding  rebels  have  caused 
400,000  people  to  flee  their 
homes.  An  African  Union 
force  of  3,600  soldiers  was  also 
preparing  to  be  sent  to  the 
country  to  try  to  restore  order. 

A  committee  appointed  by 
Egypt’s  military  rulers  drew 
up  a  new  constitution.  If  it  is 
approved  in  a  referendum 
expected  soon,  elections  will 
be  held  early  next  year. 

Hassan  Lakkis,  a  senior 
commander  in  Hizbullah, 
Lebanon’s  Shia  party-cum- 
militia,  which  is  backed  by 
Syria,  was  shot  dead  in  Beirut. 

He  had  fought  in  Syria’s  civil 
war.  Some  blamed  Israel, 
which  denied  any  involve¬ 
ment.  A  murky  Sunni  group 
claimed  responsibility. 

Yasser  Arafat  probably  died 
of  natural  causes  in  2004, 
according  to  a  leaked  report  by 
French  experts  who  examined 
his  exhumed  body.  A  team  of 
Swiss  scientists  concluded  last 
month  that  it  was  possible  the 
former  Palestinian  leader  had 
been  poisoned  by  polonium. 

Nelson  Mandela,  the  former 
South  African  president,  is  on 
his  deathbed,  said  his  daughter 
Makaziwe,  but  “he  is  teaching 
us. .  .lessons  in  patience,  in 
love,  lessons  of  tolerance”.  The 
95-year-old  was  discharged 
from  hospital  in  September.  ►► 
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The  European  Commission 
fined  five  banks  €1.7  billion 
($2.3  billion)  in  total  for  partici¬ 
pating  in  cartels  to  fix  the 
Euribor  and  the  Yen  libor.  It  is 
the  latest  transgression  by 
bankers  to  rig  interest-rate 
benchmarks.  Deutsche  Bank 
took  part  in  both  cartels  and 
was  given  a  €725111  penalty,  as 
did  Royal  Bank  of  Scotland, 
which  was  fined  €39im.  So- 
ciete  Generate  will  pay  €446111 
for  participating  in  the  Euribor 
cartel;  JPMorgan  Chase  and 
Citigroup  received  lesser  fines. 
Barclays  and  ubs  were  impli¬ 
cated  but  not  fined  because 
they  told  authorities  about  the 
practice.  Otherwise  the  com¬ 
mission  would  have  hit  ubs 
with  a  €2.5  billion  penalty  and 
Barclays  with  a  €690111  one. 

Jet  setters 

After  a  lengthy  investigation 
French  magistrates  ordered  a 
trial  for  alleged  insider  trading 
at  eads,  the  parent  company 
of  Airbus.  Daimler,  a  German 
carmaker,  and  Lagardere,  a 
French  media  conglomerate, 
are  charged  with  gaining  sensi¬ 
tive  information  about  Air¬ 
bus’s  A380  super-jumbo  be¬ 
fore  selling  shares  in  2006; 
they  were  the  biggest  investors 
in  eads  when  it  was  created  in 
2000.  Seven  former  and  cur¬ 
rent  executives  at  eads  will 
also  stand  trial,  including  Noel 
Forgeard,  who  resigned  as 
co-chief  executive  in  2006. 

The  Federal  Reserve  approved 
revised  capital  plans  from 
JPMorgan  Chase  and  Goldman 
Sachs.  It  had  asked  the  banks 
to  fix  weaknesses  in  their 
proposals  and  resubmit  them. 
Both  will  now  be  able  to 
proceed  with  share  buy-backs 
and  increase  shareholder 
dividends  if  they  wish. 

China  said  it  was  lifting  a  ban 
on  ipos,  which  it  imposed  in 
October  2012.  New  rules 
issued  by  the  securities  regu¬ 
lator  were  broadly  welcomed; 
the  regulator  still  holds  a  veto 
over  which  companies  can  list, 
but  underwriters  have  been 
given  more  flexibility  for 
pricing  and  allocating  shares. 


The  Chinese  government 
issued  licences  to  China 
Mobile  and  two  smaller  wire¬ 
less  providers  to  operate  on 
the  country’s  new  4G  network. 
The  long-awaited  news  is  a 
boon  to  telecoms-equipment 
makers,  not  least  Apple,  which 
is  expected  to  offer  the  iPhone 
to  China  Mobile’s  more  than 
700m  subscribers. 

The  banks  that  underwrote 
Twitter’s  ipo  issued  reports 
that  on  average  forecast  only  a 
slight  rise  in  the  microblogging 
site’s  share  price  over  the  next 
12  months.  Twitter  set  its  ipo 
last  month  at  $26  a  share;  the 
price  surged  on  the  first  day  of 
trading  but  has  trundled  along 
at  around  $42  since  then. 

I  Gold  price 

$  per  troy  ounce 


1,750 
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Source:  Haver  Analytics 


The  price  of  gold  fell  sharply 
again  in  November,  by  6%, 
partly  because  investors  trans¬ 
ferred  assets  into  rising  stock- 
markets.  The  price  of  the  pre¬ 
cious  metal  may  well  be  lower 


at  the  end  of  2013  than  it  was  at 
the  start,  which  would  be  the 
first  annual  drop  in  13  years. 

Brazil’s  economy  contracted 
by  0.5%  in  the  third  quarter 
compared  with  the  previous 
three  months,  the  worst  per¬ 
formance  in  five  years.  The 
country  is  heading  for  growth 
of  less  than  3%  in  2013,  well 
below  the  4.5%  that  the  gov¬ 
ernment  forecast  earlier  this 
year.  Meanwhile,  the  official 
growth  forecast  in  Russia, 
another  economically  chal¬ 
lenged  bric  country,  was 
revised  down  again,  gdp  is 
now  expected  to  expand  by 
1.4%  this  year  and  2.5%  next. 

A  truly  global  business 

ThyssenKrupp  sold  its  steel¬ 
processing  factory  in  Ala¬ 
bama  to  a  j  oint  venture 
owned  by  ArcelorMittal  and 
Nippon  Steel.  The  plant  sup¬ 
plies  America’s  carmakers 
(which  reported  robust  sales 
last  month).  ThyssenKrupp, 
which  is  based  in  Germany, 
opened  the  factory  three  years 
ago,  relying  on  imported  raw 
steel  from  Brazil,  but  costs 
surged,  in  part  because  of  a 
strong  real.  The  new  owners  of 
the  Alabama  works  will  keep 
costs  down  through  a  short¬ 
ened  supply  chain  that  obtains 
raw  steel  from  elsewhere  in  the 
United  States  and  Mexico. 


Rio  Tinto  and  Vale  became  the 
latest  mining  companies  to 
slash  capital-spending  plans. 
Rio  is  cutting  deeper  than  its 
rivals,  curbing  spending  from 
about  $14  billion  this  year  to  $8 
billion  in  2015,  as  it  reduces  the 
debt  it  piled  up  during  the 
commodity  boom.  Rio’s  share 
price  is  about  13%  below  its 
peak  this  year,  in  February. 

Amazon  took  full  advantage 
of  the  Thanksgiving  weekend 
to  publicise  its  research  project 
to  deliver  goods  by  aerial 
drone,  though  Jeff  Bezos, 
Amazon’s  boss,  admitted  this 
was  some  years  off.  With  all 
the  regulatory  concerns  over 
privacy  and  noise,  sceptics 
contend  that  the  online  retail¬ 
er’s  plan  will  never  fly. 

The  Bollywood  bird 

After  two  aborted  attempts  at 
Cape  Canaveral,  SpaceX 
launched  its  first  commercial 
satellite.  The  private  company 
has  blasted  into  space  before, 
taking  cargo  for  nasa  to  the 
International  Space  Station. 
This  mission  reached 
80,000km  at  its  apogee,  a  fifth 
of  the  average  distance  to  the 
Moon,  to  deliver  a  geostation¬ 
ary  satellite  that  will  broadcast 
programmes  to  South  Asia. 


Other  economic  data  and  news 
can  be  found  on  pages  92-93 
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—  Financial  Times  Group 

Some  ads  write  themselves. 


For  the  fifth  consecutive  year,  the  Financial  Times  Group  has  recognized  Northern  Trust  for  being  the 
Best  Private  Bank  in  the  U.S.  We're  also  honored  to  have  been  voted  Best  Private  Bank  for  Innovation 
again.  It's  what  happens  when  you  have  financial  strength,  always  put  clients  first,  and  utilize 
award-winning  technology  to  stay  ahead  of  the  pack.  To  experience  our  award-winning  expertise, 
call  866-803-5857  or  visit  us  at  northerntrust.com/best. 


Northern  Trust 


Wealth  &  Investment  Management  |  Trust  &  Estate  Services  |  Private  Banking  |  Family  Office  Services 

Member  FDIC.  ©  201 3  Northern  Trust  Corporation.  201 3  Global  Private  Banking  Awards  presented  by  Professional  Wealth  Management  and  The  Banker. 


IS  GOING  TO 


We  see  a  world  where  AIDS  will  stop  stealing  our  friends.  Threatening  our  employees. 

And  harming  newborn  babies.  From  San  Francisco  to  West  Africa,  AIDS  attacks  us  where 
we  work  and  live.  At  Chevron,  we've  fought  back  with  testing,  education,  care,  and  support. 
Our  employees  and  partners  are  working  side  by  side  to  end  mother-to-child  transmission. 
And  we're  winning.  In  Nigeria,  where  the  grip  of  HIV  is  fierce,  our  children  haven't  had 
a  reported  case  in  12  years.  AIDS  is  strong.  But,  together,  we  are  stronger. 


Lend  your  voice  at 
chevron.com/aids  ttaidswilllose 
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The  rise  of  BlackRock 


In  25  years,  BlackRock  has  become  the  world’s  biggest  investor.  Is  its  dominance  a  problem? 


ASK  conspiracy  theorists 
who  they  think  really  runs 
the  world,  and  they  will  proba¬ 
bly  point  to  global  banks,  such 
as  Citigroup,  Bank  of  America 
and  JPMorgan  Chase.  Oil  giants 
such  as  Exxon  Mobil  and  Shell 
may  also  earn  a  mention.  Or 
perhaps  they  would  focus  on  the  consumer-goods  firms  that 
hold  billions  in  their  thrall:  Apple,  McDonald’s  or  Nestle. 

One  firm  unlikely  to  feature  on  their  list  is  BlackRock,  an  in¬ 
vestment  manager  whose  name  rings  few  bells  outside  finan¬ 
cial  circles.  Yet  it  is  the  single  biggest  shareholder  in  all  the  com¬ 
panies  listed  above.  It  owns  a  stake  in  almost  every  listed 
company  not  just  in  America  but  globally.  (Indeed,  it  is  the  big¬ 
gest  shareholder  in  Pearson,  in  turn  the  biggest  shareholder  in 
The  Economist.)  Its  reach  extends  further:  to  corporate  bonds, 
sovereign  debt,  commodities,  hedge  funds  and  beyond.  It  is 
easily  the  biggest  investor  in  the  world,  with  $4.1  trillion  of  di¬ 
rectly  controlled  assets  (almost  as  much  as  all  private-equity 
and  hedge  funds  put  together)  and  another  $11  trillion  it  over¬ 
sees  through  its  trading  platform,  Aladdin  (see  pages  25-27). 

Established  in  1988  by  a  group  of  Wall  Streeters  led  by  Larry 
Fink,  BlackRock  succeeded  in  part  by  offering  “passive”  invest¬ 
ment  products,  such  as  exchange-traded  funds,  which  aim  to 
track  indices  such  as  the  s&p  500.  These  are  cheap  alternatives 
to  traditional  mutual  funds,  which  often  do  more  to  enrich 
money  managers  than  clients  (though  BlackRock  offers  plenty 
of  those,  too).  The  sector  continues  to  grow  fast,  and  Black¬ 
Rock,  partly  through  its  iShares  brand,  is  the  largest  competitor 
in  an  industry  where  scale  brings  benefits.  Its  clients,  ranging 
from  Arab  sovereign-wealth  funds  to  mom-and-pop  investors, 
save  billions  in  fees  as  a  result. 

The  other  reason  for  its  success  is  its  management  of  risk  in 
its  actively  managed  portfolio.  Early  on,  for  instance,  it  was  a 
leader  in  mortgage-backed  securities.  But  because  it  analysed 
their  riskiness  zipcode  by  zipcode,  it  not  only  avoided  a  bail¬ 
out  in  the  chaos  that  followed  the  collapse  of  Lehman,  but  also 
advised  the  American  government  and  others  on  how  to  keep 
the  financial  system  ticking  in  the  darkest  days  of  2008,  and 
picked  up  profitable  money-management  units  from  strug¬ 
gling  financial  institutions  in  the  aftermath  of  the  crisis. 

Other  people’s  money 

Compared  with  the  many  banks  which  are  flourishing  only 
thanks  to  state  largesse,  BlackRock’s  success-based  on  provid¬ 
ing  value  to  customers  and  paying  attention  to  detail-is  well- 
deserved.  Yet  when  taxpayers  have  spent  billions  rescuing  fi¬ 
nancial  institutions  deemed  too  big  to  fail,  a  25-year-old  com¬ 
pany  that  has  grown  so  vast  so  quickly  sets  nerves  jangling. 
American  regulators  are  therefore  thinking  about  designating 
BlackRock  and  some  of  its  rivals  as  “systemically  important”. 
The  tag  might  land  them  with  hefty  regulatory  requirements. 

If  the  regulators’  concern  is  to  avoid  a  repeat  of  the  last  cri¬ 
sis,  they  are  barking  up  the  wrong  tree.  Unlike  banks,  whose 
loans  and  deposits  go  on  their  balance-sheets  as  assets  and  li¬ 


abilities,  BlackRock  is  a  mere  manager  of  other  people’s  mon¬ 
ey.  It  has  control  over  investments  it  holds  on  behalf  of  oth- 
ers-which  gives  it  great  influence-but  it  neither  keeps  the 
profits  nor  suffers  the  losses  on  them.  Whereas  banks  tumble 
if  their  assets  lose  even  a  fraction  of  their  value,  BlackRock  can 
pass  on  any  shortfalls  to  its  clients,  and  withstand  far  greater 
shocks.  In  fact,  by  being  on  hand  to  pick  up  assets  cheaply  from 
distressed  sellers,  an  unleveraged  asset  manager  arguably  sta¬ 
bilises  markets  rather  than  disrupting  them. 

But  for  regulators  that  want  not  merely  to  prevent  a  repeat 
of  the  last  blow-up  but  also  to  identify  the  sources  of  future 
systemic  perils,  BlackRock  raises  another,  subtler  issue,  con¬ 
cerning  not  the  ownership  of  assets  but  the  way  buying  and 
selling  decisions  are  made.  The  $15  trillion  of  assets  managed 
on  its  Aladdin  platform  amount  to  around  7%  of  all  the  shares, 
bonds  and  loans  in  the  world.  As  a  result,  those  who  oversee 
many  of  the  world’s  biggest  pools  of  money  are  looking  at  the 
financial  world,  at  least  in  part,  through  a  lens  crafted  by  Black¬ 
Rock.  Some  17,000  traders  in  banks,  insurance  companies, 
sovereign-wealth  funds  and  others  rely  in  part  on  BlackRock’s 
analytical  models  to  guide  their  investing. 

Aladdin’s  genius 

That  is  a  tribute  to  BlackRock’s  elaborate  risk-management 
models,  but  it  is  also  discomfiting.  A  principle  of  healthy  mar¬ 
kets  is  that  a  cacophony  of  diverse  actors  come  to  different  con¬ 
clusions  on  the  price  of  things,  based  on  their  own  idiosyncrat¬ 
ic  analyses.  The  value  of  any  asset  is  discovered  by  melding  all 
these  different  opinions  into  a  single  price.  An  ecosystem 
which  is  dominated  by  a  single  line  of  thinking  is  not  healthy, 
in  politics,  in  nature  or  in  markets.  Such  groupthink  in  finance 
is  a  recipe  for  booms  (when  everyone  wants  to  buy  the  same 
thing)  and  busts  (when  they  all  rush  to  sell).  Though  Aladdin 
advises  clients  on  investment  decisions  rather  than  making 
them,  it  inevitably  frames  how  they  think  of  market  risk. 

The  last  crisis  had  many  causes.  One  of  them,  which  per¬ 
haps  lay  behind  all  the  others,  was  that  investors  stopped 
thinking  critically  about  what  they  were  buying.  Too  many  de¬ 
cided  to  trust  credit-rating  agencies,  which  assured  them,  for 
example,  that  packages  of  American  subprime  mortgages 
were  extremely  unlikely  to  default.  BlackRock’s  models  are  no 
doubt  better  than  the  clunkers  put  out  by  Moody’s  or  Standard 
&  Poor’s  up  to  2008:  the  firm’s  relative  recent  success  has 
proved  that.  But  too  many  investors  relying  on  a  single  model 
spreads  an  unhealthy  orthodoxy  and  is  likely  to  make  the  mar¬ 
kets  more  volatile  than  they  otherwise  would  be. 

That  is  probably  not  a  serious  systemic  risk,  for  it  will  be 
self-limiting:  the  more  money  follows  BlackRock,  the  more 
money  there  is  to  be  made  betting  against  it.  The  real  danger  is 
for  investors.  The  more  they  rely  on  BlackRock’s  analysis,  the 
smaller  the  upside  when  it  gets  things  right  and  the  greater  the 
downside  when  it  gets  things  wrong-as,  one  day,  it  eventually 
will.  Until  then  BlackRock’s  single-minded  focus  on  mastering 
risk  is  to  be  commended.  If  its  peers  in  the  financial  world  had 
taken  the  same  approach  in  the  run-up  to  2008,  much  of  the 
chaos  of  the  past  five  years  would  have  been  averted.  ■ 
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The  future  of  Afghanistan 

Too  important  for  pique 


The  best  way  to  cope  with  Hamid  Karzai’s  latest  stunt  is  to  deal  with  his  successors 


IT  IS  hard  to  say  what  is  most 
infuriating  about  Hamid  Kar- 
zai:  his  kleptocratic  entourage  or 
his  profound  ingratitude  to  the 
Western  soldiers  whose  blood 
has  kept  him  in  power.  But  his 
talent  for  producing  the  wrong 
sort  of  surprises  must  also  be  a 

strong  candidate. 

A  loyajirga,  an  assembly  of  some  2,500  Afghan  elders,  spe¬ 
cially  convened  by  Mr  Karzai,  has  voted  unanimously  for  a  se¬ 
curity  pact  that  provides  a  legal  basis  for  8,000-12,000  Ameri¬ 
can  and  nato  forces  to  stay  in  Afghanistan  after  2014,  when 
they  cease  combat  operations.  But  the  Afghan  president  has 
suddenly  decided  to  imperil  the  deal,  which  had  been  ham¬ 
mered  out  over  many  months,  by  saying  that  he  would  not 
after  all  be  signing  it  himself.  Although  he  knows  the  Ameri¬ 
cans  insist  on  everything  being  done  and  dusted  by  the  end  of 
2013  (so  they  can  start  making  plans),  he  now  argues  that  his 
successor  should  be  the  one  to  sign  it,  which  means  waiting  till 
after  April’s  presidential  election.  Susan  Rice,  America’s  na¬ 
tional  security  adviser,  ended  a  bad-tempered  visit  to  Kabul 
last  week  by  saying  that,  without  a  prompt  signature  by  Mr 
Karzai,  preparations  would  begin  for  the  “zero  option”-the 
withdrawal  of  all  foreign  forces  from  Afghanistan  after  2014. 

That  would  be  disastrous  for  Afghanistan.  Under  the  deal, 
Americans  and  their  allies  will  “train,  assist  and  advise”  Af¬ 
ghan  National  Security  Forces  (ansf),  who  already  take  the 
lead  in  nearly  all  actions  against  Taliban  insurgents.  The  Amer¬ 
icans’  presence  is  critical  for  the  logistics,  air  support,  intelli¬ 
gence  and  “medevac”  they  provide  and  for  the  continued  flow 
of  military  and  development  aid.  The  bulk  of  the  $4  billion 
needed  to  sustain  the  ansf  every  year  will  come  from  Ameri¬ 
can  coffers,  while  other  international  donors  have  promised  a 


similar  amount  for  civil  programmes. 

Without  a  security  agreement  all  of  this  is  in  jeopardy.  The 
last  time  a  superpower  withdrew  its  army  and  cut  off  pay¬ 
ments  to  Afghan  forces  fighting  an  active  insurgency  (Russia, 
in  1992),  the  country  was  ripped  apart  by  a  destructive  civil 
war.  That  prospect  is  enough  to  terrify  most  Afghans.  The  gains 
of  the  past  decade  in  terms  of  education  (especially  for  girls), 
health  care,  a  vibrant  media,  new  businesses  and  the  emer¬ 
gence  of  competent  young  Afghan  professionals  could  be  lost. 

Why  should  Mr  Karzai  risk  that?  The  old  rogue  may  be  try¬ 
ing  to  hang  on  to  influence  until  he  leaves  office.  Or  it  may  just 
be  accumulated  fury  with  the  Americans.  He  often  paints  the 
war  as  a  conflict  between  America  and  the  Taliban  in  which 
Afghan  civilians  are  the  victims.  He  especially  hates  raids  on 
Afghan  homes  by  foreign  forces.  He  is  cross  about  the  way  his 
allies  depict  him  (“They  don’t  trust  me  and  I  don’t  trust  them”, 
he  told  the  loyajirga  cheerfully).  Above  all,  he  reckons  that  his 
country  matters  too  much  for  the  Americans  to  walk  away. 

Talk  to  his  successors 

Mr  Karzai  is  dangerously  overplaying  his  hand.  Most  Ameri¬ 
cans  believe  that  the  war  in  Afghanistan  has  achieved  little, 
and  would  be  only  too  happy  to  be  shot  of  the  place.  But  Mr 
Karzai  is  right  about  one  thing.  It  is  not  in  the  West’s  interests  to 
allow  Afghanistan  to  fall  apart  and  become  once  more  a  base 
for  jihadist  extremists.  Al-Oaeda,  holed  up  in  Pakistan’s  tribal 
badlands,  is  down  but  not  out.  Retaining  a  counter-terrorism 
force  in  Afghanistan  is  too  important  for  it  to  be  thrown  away 
in  a  fit  of  pique.  As  the  loyajirga  showed,  most  Afghans  want 
America  to  stay;  so  do  the  two  leading  candidates  in  the  presi¬ 
dential  election,  Abdullah  Abdullah  and  Ashraf  Ghani,  a  for¬ 
mer  foreign  and  finance  minister  respectively.  The  Americans 
should  start  drawing  up  plans  with  them  and  pro-agreement 
ministers.  Mr  Karzai  will  be  gone  soon.  ■ 


Crisis  in  Ukraine 

Not  the  same  movie 


The  situation  in  Ukraine  is  volatile  and  dangerous.  The  West  must  act 


SAME  places.  Same  slogans 
(“Thieves  Out!”).  Same  icy 
weather.  Same  villain:  Viktor 
Yanukovych,  Ukraine’s  thug- 
gish  president.  The  protesters  in 
Kiev  want  him  out,  just  as  the 
Orange  revolutionaries  of  2004 
wanted  an  election  that  had 
been  rigged  in  his  favour  to  be  annulled.  Outsiders  may  be 
tempted  to  think  that  the  current  turmoil  is  simply  a  rerun  of 
the  previous  bout,  and  is  likewise  destined  to  end  peacefully. 
But  the  latest  stand-off  is  far  more  volatile-and  much  too  dan¬ 
gerous  for  the  West  to  watch  blithely  as  it  develops. 


The  biggest  change  is  in  leadership,  on  all  sides.  In  2004  the 
Orange  brigades  had  clear  leaders,  a  definite  aim  (a  new  elec¬ 
tion,  which  they  got)  and  formidable  discipline.  Partly  be¬ 
cause,  in  office,  those  leaders  thoroughly  discredited  them¬ 
selves,  today’s  crowds  lack  all  these  assets.  The  protests  were 
sparked  by  Mr  Yanukovych’s  decision  to  reject  a  trade  deal 
with  the  European  Union,  which  most  Ukrainians  supported; 
but  the  anger  goes  much  wider,  embracing  the  country’s  entire 
corrupt,  dysfunctional  governing  class.  The  opposition  politi¬ 
cians  who  are  trying  to  surf  this  legitimate  fury  have  less  con¬ 
trol  over  the  protesters  than  social  media  do,  and  could  not  dis¬ 
perse  them  even  if  they  wanted  to  (see  page  53). 

The  regime  is  dangerously  different,  too.  In  2004  the  wily  ►► 
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►  outgoing  president,  Leonid  Kuchma,  ultimately  brokered  a  sol¬ 
ution.  Mr  Yanukovych,  by  contrast,  is  loth  to  compromise,  see¬ 
ing  politics  as  a  winner-takes-all,  life-and-death  struggle- 
much  like  his  Russian  counterpart,  Vladimir  Putin,  who 
helped  to  cause  the  crisis  by  cajoling  him  to  reject  the  eu.  For 
Mr  Putin  the  Orange  revolution  was  a  humiliation,  which  he 
wrongly  believed  had  been  orchestrated  by  the  West;  since 
2004  he  has  himself  become  more  ruthless,  both  geopolitical- 
ly  and  towards  dissent.  The  United  States,  meanwhile,  which 
leant  on  Mr  Kuchma  in  2004,  has  lost  interest. 

The  upshot  of  all  this  is  violence.  The  crushing  of  a  protest 
camp  on  November  30th  was  more  brutal  than  anything  done 
during  the  Orange  revolution,  which  resembled  a  month-long 
rock  festival  as  much  as  a  political  upheaval.  This  time  protes¬ 
ters  have  blockaded  streets  and  occupied  municipal  buildings; 
riot  police  have  beaten  demonstrators  and  journalists;  agents 
provocateurs  have  tried  to  discredit  the  crowd  and  so  excuse 
the  repression.  The  security  services,  which  wavered  in  2004, 
have  been  tamed  by  Mr  Yanukovych.  To  minimise  scruples,  he 
has  borrowed  the  old  Russian  trick  of  busing  goons  to  Kiev 
from  elsewhere.  The  violence  could  get  much  worse. 

The  fire  this  time 

Even  by  the  standards  of  eastern  Europe,  Ukraine’s  history  is 
appallingly  bloodstained.  The  memory  of  its  20th-century 
horrors  has  helped  to  defuse  internal  tensions  since  the  coun¬ 
try  became  independent  in  1991.  But  it  remains  a  fragile  polity, 
divided  between  Russian-  and  Ukrainian-speakers,  manipu¬ 
lated  by  Moscow  and  now  threatened  by  a  teetering  economy, 
an  ominous  budget  deficit  and  huge  debts.  Nationalism,  once 


confined  to  pockets  of  western  Ukraine,  has  spread.  Irreconcil¬ 
able  forces  are  tussling  for  control  of  the  capital.  Perhaps  the 
protests  will  fizzle  out  in  the  slush.  But  equally  this  nation  of 
46m  people,  bordering  on  four  eu  countries,  could  combust. 

The  person  best-placed  to  avoid  that  outcome  is  Mr  Yanu¬ 
kovych.  His  record-nobbling  courts  and  the  media,  persecut¬ 
ing  opponents,  coddling  cronies-justifies  the  protesters’  call 
for  a  snap  presidential  vote.  The  same  goes  for  parliamentary 
elections:  the  Rada,  Ukraine’s  parliament,  is  a  nest  of  scoun¬ 
drels  and  oligarchs’  placemen,  who  should  be  replaced.  Mr  Ya¬ 
nukovych  is  unlikely  to  allow  either  sort  of  election,  but  even 
he  must  see  that  his  country  is  becoming  ungovernable.  This 
week  his  government  survived  a  no-confidence  vote.  He 
should  sack  it  anyway  and,  as  a  minimal  political  concession, 
bring  the  main  opposition  parties  into  a  new  coalition. 

And  the  West  should  ensure  that  any  further  violence  has  a 
high  price.  By  coincidence  the  osce,  an  international  forum, 
was  holding  a  powwow  in  Kiev  on  December  5th  and  6th.  The 
eu’s  envoys  should  be  at  the  barricades,  facing  down  the  skull- 
crackers-not  in  support  of  any  politician  but  in  the  cause  of 
peaceful  protest.  And  the  Europeans  should  make  clear  to  Mr 
Yanukovych  and  his  henchmen  that,  in  the  event  of  an  escala¬ 
tion,  they  will  be  punished  where  it  hurts-through  travel 
bans,  and  asset  and  bank-account  freezes.  The  country  may  be 
almost  bankrupt,  but  its  ruling  clique  is  not. 

America  should  do  the  same.  But  the  onus  is  on  the  eu. 
Having  helped  to  precipitate  this  crisis,  it  cannot  walk  away 
from  it.  Even  Mr  Putin,  who  likes  his  neighbours  weak,  should 
recognise  that  his  meddling,  and  Ukraine’s  own  pathologies, 
have  brought  it  to  the  brink  of  tragedy.  ■ 


Asset  prices 

More  bricks,  fewer  bubbles 


Financial  markets  are  looking  frothy.  The  answer  is  not  tighter  monetary  policy,  but  more  public  investment 


THIS  newspaper  has  a  his¬ 
tory  of  fretting  about  finan¬ 
cial  bubbles,  and  has  frequently 
criticised  central  bankers  for  in¬ 
flating  them.  In  1998  we  urged 
Alan  Greenspan,  then  chairman 
of  America’s  Federal  Reserve,  to 
raise  interest  rates  to  dampen  a 
stockmarket  bubble.  In  2003,  four  years  before  the  financial 
crisis,  we  became  worried  about  a  housing  bubble,  and  again 
urged  central  bankers  to  tighten  monetary  policy. 

Given  this  record,  you  might  expect  The  Economists  be  urg¬ 
ing  tighter  policy  today.  For  all  manner  of  asset  prices  have 
been  soaring,  and  some  are  reaching  territory  that  is  hard  to 
justify  with  economic  fundamentals  (see  page  73).  The  s&p 
500  share  index  is  up  nearly  30%  this  year,  even  as  America’s 
recovery  has  been  lacklustre.  Measured  against  an  historic  av¬ 
erage  of  profits,  its  price-earnings  ratio,  at  25,  is  well  above  its 
historical  norm  (around  16.5).  Ordinary  folk  are  not  yet  piling 
into  shares,  but  sophisticated  investors  are  once  again  using 
big  dollops  of  debt  to  spice  up  returns. 

As  before,  central  bankers  are  fuelling  the  asset-price  surge. 
Having  cut  short-term  interest  rates  to  zero,  they  are  trying  to 
bolster  enfeebled  economies  with  unconventional  tools  such 


as  “quantitative  easing”  (printing  money  to  buy  bonds)  and  by 
promising  to  keep  rates  low  for  a  long  time.  The  largesse  is  un¬ 
precedented,  and  is  lasting  longer  than  anyone  expected. 

But  this  time  it  is  the  right  thing  to  do.  Higher  rates  would 
fell  the  rich  world’s  still-enfeebled  economies  and  risk  a  dan¬ 
gerous  deflation.  Instead  of  tightening,  policymakers  should 
work  harder  to  ensure  that  cheap  money  translates  into  new 
investment  rather  than  higher  prices  for  existing  assets. 

Bubble-wrapped 

All  monetary  loosening  bolsters  an  economy,  in  part,  by  rais¬ 
ing  asset  prices.  Lower  interest  rates  mean  a  firm’s  future  pro¬ 
fits  are  worth  more  today;  property  prices  rise  as  homebuyers 
can  take  on  bigger  mortgages.  Higher  valuations,  in  turn, 
should  spur  firms  to  invest  more;  rising  house  prices  should 
encourage  more  construction;  and  greater  wealth  should  lead 
people  to  spend  more.  The  surprise  today  is  that  monetary 
loosening,  particularly  bond-buying,  has  had  a  big  impact  on 
asset  prices,  but  much  less  effect  on  spending  and  investment. 

No  one  is  quite  sure  why.  One  explanation  is  that  the  hang¬ 
over  from  the  financial  crisis  still  lingers,  leaving  firms  and 
households  keener  to  cut  debt  than  boost  spending.  Another 
is  austerity.  Big  budget  cuts  have  slowed  economies  and  left 
firms  uncertain  about  future  demand  for  their  products.  As  the  ►► 
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►  investment  weakness  drags  on,  some  fear  it  may  be  a  perma¬ 
nent  feature  of  modern  economies.  Larry  Summers,  a  former 
American  treasury  secretary,  argues  that  the  rich  world  may 
now  be  in  secular  stagnation”,  in  which  the  appetite  to  invest 
is  persistently  below  people’s  desire  to  save  (see  page  80). 

These  explanations  have  different  long-term  implications. 
Hangovers  eventually  lift,  whereas  “secular  stagnation”  sug¬ 
gests  a  permanent  lid  on  growth.  But  in  the  short  term  they  all 
call  for  a  similar  response:  a  three-pronged  attack  to  boost  in¬ 
vestment.  First,  central  bankers  should  tweak  their  unconven¬ 
tional  tools  to  favour  investment  in  new  assets  over  the  pur¬ 
chase  of  existing  ones.  The  Bank  of  England’s  recent  decision 
to  focus  its  “funding  for  lending”  support  on  new  business 
loans  rather  than  home  mortgages  was  sensible.  Second,  poli¬ 
ticians  should  slash  the  red  tape  and  tax  distortions  that  dam¬ 
pen  the  desire  of  firms  to  invest.  Britain  could  boost  construc¬ 
tion  and  ease  the  pressure  on  house  prices  by  loosening 


planning  rules.  In  America,  tax  reform  could  encourage  firms 
to  bring  back,  and  invest,  profits  stashed  abroad. 

Third,  and  most  important,  governments  should  boost 
public  investment.  From  bridges  to  broadband,  many  rich 
countries  need  an  upgrade.  Britain’s  public  transport  is  over¬ 
loaded.  More  than  40%  of  London’s  water  pipes  are  a  century 
old.  One  in  seven  German  bridges  could  be  in  dangerous  dis¬ 
repair.  Yet  austerity  has  led  capital  budgets  to  be  slashed.  Brit¬ 
ain’s  infrastructure  plan,  unveiled  this  week,  is  a  start,  but  it 
does  not  involve  enough  new  public  investment. 

Public  investment  is  not  a  panacea:  Japan’s  government 
paved  over  half  the  country  in  failed  bids  to  thwart  stagnation 
with  stimulus.  But  what  better  time  to  invest  in  urgently  need¬ 
ed  infrastructure  than  when  the  cost  of  borrowing  is  at  record 
lows?  Greater  public  investment  will  boost  economic  poten¬ 
tial  in  the  long  term  and  bolster  spending  in  the  short  term.  It 
should  be  at  the  top  of  today’s  bubble-prevention  arsenal.  ■ 


Genetically  modified  crops 

Fields  of  beaten  gold 


Greens  say  climate-change  deniers  are  unscientific  and  dangerous.  So  are  greens  who  oppose  GM  crops 


IN  AUGUST  environmentalists 
in  the  Philippines  vandalised 
a  field  of  Golden  Rice,  an  experi¬ 
mental  grain  whose  genes  had 
been  modified  to  carry  beta-car¬ 
otene,  a  chemical  precursor  of 
vitamin  A.  Golden  Rice  is  not 
produced  by  a  corporate  behe¬ 
moth  but  by  the  public  sector.  Its  seeds  will  be  handed  out  free 
to  farmers.  The  aim  is  to  improve  the  health  of  children  in  poor 
countries  by  reducing  vitamin  a  deficiency,  which  contributes 
to  hundreds  of  thousands  of  premature  deaths  and  cases  of 
blindness  each  year. 

Environmentalists  claim  that  these  sorts  of  actions  are  justi¬ 
fied  because  genetically  modified  (gm)  crops  pose  health 
risks.  Now  the  main  ground  for  those  claims  has  crumbled. 

Last  year  a  paper  was  published  in  a  respected  journal, 
Food  and  Chemical  Toxicology.  It  found  unusual  rates  of  tu¬ 
mours  and  deaths  in  rats  that  had  been  fed  upon  a  variety  of 
maize  resistant  to  a  herbicide  called  Roundup,  as  a  result  of  ge¬ 
netic  modification  by  Monsanto,  an  American  plant-science 
firm.  Other  studies  found  no  such  effects,  but  this  one  enabled 
campaigners  to  make  a  health-and-safety  argument  against 
gm  crops-one  persuasive  enough  to  influence  governments. 
After  the  study  appeared,  Russia  suspended  imports  of  the 
grain  in  question.  Kenya  banned  all  gm  crops.  And  the  French 
prime  minister  said  that  if  the  results  were  confirmed  he 
would  press  for  a  Europe-wide  ban  on  the  gm  maize. 

But  the  methodology  of  the  study,  by  Gilles-Eric  Seralini  of 
the  University  of  Caen  and  colleagues,  was  widely  criticised 
and,  on  November  28th,  the  journal  retracted  the  paper  (see 
page  82).  There  is  now  no  serious  scientific  evidence  that  gm 
crops  do  any  harm  to  the  health  of  human  beings. 

There  is  plenty  of  evidence,  though,  that  they  benefit  the 
health  of  the  planet.  One  of  the  biggest  challenges  facing  man¬ 
kind  is  to  feed  the  9  billion-10  billion  people  who  will  be  alive 
and  (hopefully)  richer  in  2050.  This  will  require  doubling  food 


production  on  roughly  the  same  area  of  land,  using  less  water 
and  fewer  chemicals.  It  will  also  mean  making  food  crops 
more  resistant  to  the  droughts  and  floods  that  seem  likely  if  cli¬ 
mate  change  is  a  bad  as  scientists  fear. 

Organic  farming-the  kind  beloved  of  greens-cannot  meet 
this  challenge.  It  uses  far  too  much  land.  If  the  Green  revolu¬ 
tion  had  never  happened,  and  yields  had  stayed  ati96o  levels, 
the  world  could  not  produce  its  current  food  output  even  if  it 
ploughed  up  every  last  acre  of  cultivable  land. 

In  contrast,  gm  crops  boost  yields,  protecting  wild  habitat 
from  the  plough.  They  are  more  resistant  to  the  vagaries  of  cli¬ 
mate  change,  and  to  diseases  and  pests,  reducing  the  need  for 
agrochemicals.  Genetic  research  holds  out  the  possibility  of 
breakthroughs  that  could  vastly  increase  the  productivity  of 
farming,  such  as  grains  that  fix  their  own  nitrogen.  Vandalising 
gm  field  trials  is  a  bit  like  the  campaign  of  some  religious  lead¬ 
ers  to  prevent  smallpox  inoculations:  it  causes  misery,  even 
death,  in  the  name  of  obscurantism  and  unscientific  belief. 

Follow  your  principles 

America  takes  little  notice  of  this  nonsense.  But  green  groups 
in  Europe,  with  the  support  of  influential  figures  such  as  Prince 
Charles,  have  succeeded  in  shaping  policy.  Governments  have 
hedged  genetic  research  around  with  so  many  restrictions  that 
much  of  the  business  has  fled  a  continent  that  could  be  doing 
more  than  most  to  feed  the  world.  Some  developing  coun- 
tries-Kenya,  India  and  others-have  turned  their  backs  on 
technologies  that  could  literally  save  their  peoples’  lives.  And 
European  governments  spend  taxpayers’  money  financing 
groups  encouraging  them  to  do  so.  The  group  in  the  Philip¬ 
pines  that  trashed  the  rice  trials,  masipag,  gets  money  from 
the  Swedish  government.  On  moral,  economic  and  environ¬ 
mental  grounds,  this  must  stop. 

In  the  field  of  climate  change,  environmentalists  insist  that 
the  scientific  consensus  should  frame  policy.  They  should  fol¬ 
low  that  principle  with  gm  crops,  and  abandon  a  campaign 
that  impoverishes  people  and  the  rest  of  the  planet.  ■ 
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Puerto  Rico 

sir  - 1  was  very  disappointed 
with  your  latest  story  on  Puer¬ 
to  Rico  (“Buying  on  credit  is  so 
nice”,  November  23rd).  Al¬ 
though  the  article  was  purport¬ 
edly  directed  at  the  island’s 
fiscal  crisis,  it  gratuitously 
asserted  that  it  “now  handles 
40%  of  the  cocaine  entering 
the  United  States”.  That  is 
totally  inaccurate  according  to 
estimates  from  American 
law-enforcement  agencies, 
which  put  the  proportion  of 
cocaine  coming  into  the  Un¬ 
ited  States  from  the  entire 
Caribbean  region  at  14%.  Nor 
did  you  explain  that  the  prim¬ 
ary  responsibility  for  policing 
Puerto  Rico’s  borders  lies  with 
the  federal  government. 

You  also  noted  the  appar¬ 
ent  difficulty  of  doing  business 
here.  Yet  Puerto  Rico  was 
ranked  30th  in  the  World 
Economic  Forum’s  “Global 
Competitiveness  Report,” 
higher  than  any  country  in 
Latin  America.  Even  the  rating 
agencies  recognise  that  Puerto 
Rico  has  a  large  and  diversified 
economy.  You  said  that  the 
effect  on  economic  activity  by 
new  levies  on  businesses 
would  negate  half  of  the  ex¬ 
pected  increase  in  revenues, 
but  you  overlooked  easily 
available  data  showing  that 
net  government  revenues 
were  $35001  during  the  first 
fourth  months  of  the  current 
fiscal  year,  $i2om  higher  than 
forecast. 

Although  Puerto  Rico 
clearly  has  a  lot  of  work  to  do 
to  address  its  fiscal  and  eco¬ 
nomic  challenges,  inaccurate 
articles  only  make  that  task 
more  difficult. 

RICHARD  CARRION 
Chief  executive 
Banco  Popular 
San  Juan,  Puerto  Rico 


Down  to  Earth  solutions 

sir  -  Why  should  society 
agree  to  an  “uneven,  imperfect 
fix”  to  climate  change  by 
injecting  yet  more  chemicals 
into  the  atmosphere  through 
geo-engineering,  which  has 
unknown  impacts  (“Stopping 
a  scorcher”,  November  23rd)? 
There  are  better  ways.  By 
stopping  deforestation, 


reforesting  degraded  lands  and 
increasing  sustainable  agricul¬ 
ture  on  a  large  scale,  we  could 
have  a  greener  Earth  that  could 
absorb  the  same  amount  of 
carbon  dioxide  that  currently 
accumulates  in  the 
atmosphere  each  year. 

JAMES  BAKER 
Formeradministrator 
US  NationalOceanicand 
Atmospheric  Administration 
Washington,  DC 
RICHARD  HOUGHTON 
Woods  Hole  Research  Centre 
Woods  Hole,  Massachusetts 


Demands  and  supply 

sir  -  You  discussed  the  push 
in  British  universities  “to 
rethink  the  way  economics  is 
taught”  (“Keynes’s  new  heirs”, 
November  23rd).  Rethinking 
Economics,  a  network  of 
students,  was  mentioned  in 
the  article.  We  welcome  the 
chance  to  comment  on  the 
reforms  to  teaching  economics 
that  have  been  proposed,  such 
as  placing  greater  emphasis  on 
linking  abstract  models  to 
examples  from  the  real  world. 
However,  our  ideas  for  a  new 
economics  curriculum  goes 
beyond  the  current  initiative. 

We  would  also  like  to  see  a 
greater  exposure  of  students  to 
different  schools  of  economic 
thought;  a  closer  integration  of 
economics  with  the  other 
social  sciences;  and  a  greater 
awareness  of  the  inherent 
fallibility  of  economics,  that  all 
its  findings  are  contingent  on 
the  institutions  and  culture  of 
a  given  time  and  place.  No 
theoretical  result  is  ever 
known  with  great  certainty. 
MARCO SCHNEEBALG 
On  behalf  of  Rethinking 
Economics 
London 

sir  -  Thomas  Carlyle’s  coining 
of  economics  as  “the  dismal 
science”  was  not  an  allusion  to 
the  rigour  of  the  field,  but 
rather  it  was  made  with  dis¬ 
dain  for  the  assumption  of 
liberal  thinkers,  such  as  John 
Stuart  Mill  and  Adam  Smith, 
that  all  men  are  equal.  Carlyle 
used  the  term  in  “Occasional 
Discourse  on  the  Negro  Ques¬ 
tion”,  published  in  Fraser’s 
magazine  in  1849.  The  essay  is 
representative  of  his  deep 


antipathy  towards  the  egalitar¬ 
ianism  typified  by  contempo¬ 
rary  economists.  A  good  book 
on  the  subject  is  “How  the 
Dismal  Science  Got  Its  Name” 
by  David  Levy. 

DANIEL  LURKER 
Washington,  DC 


An  unassuming  scientist 

s  1  r  -  In  the  company  of  his 
colleagues  Fred  Sanger  would 
sometimes  reveal,  despite  his 
normal  self-effacing  demea¬ 
nour,  that  he  was  aware  of  his 
worth  as  a  scientist  (“The 
father  of  genomics”,  Novem¬ 
ber  23rd).  On  the  day  of  the 
announcement  of  his  second 
Nobel  prize  in  1980  a  cham¬ 
pagne  celebration  was  held  in 
the  canteen  at  the  mrc  Lab¬ 
oratory  of  Molecular  Biology. 
The  then  director,  Max  Perutz, 
gave  a  congratulatory  speech 
in  which  he  emphasised  the 
modesty  we  all  associated 
with  Fred:  Fred  responded  by 
saying  “I  don’t  know  about  all 
this  modesty;  I  think  I  am 
bloody  good.”  We  cheered  him 
to  the  rafters. 

COLIN  DINGWALL 

Wolfson  Centre  for  Age-Related 
Diseases 

King's  College  London 


Rebirth  of  the  cool 

sir  -  Your  review  of  Wayne 
Shorter’s  concert  in  London 
stated  that  “new  talent  is 
scarce”  in  jazz  today  (“Serious 
longevity”,  November  16th). 
You  might  want  to  spend  a 
week  in  New  York,  sampling 
the  music  at  places  like  the 
Village  Vanguard,  the  Blue 
Note,  Dizzy’s,  the  Jazz  Standard 
and  other  clubs.  The  city  over¬ 
flows  with  talented  jazz  mu¬ 
sicians.  Mr  Shorter’s  gener¬ 
ation  will  be  missed  one  day, 
but  younger  players  such  as 
Cyrus  Chestnut,  James  Carter, 
Joshua  Redman  and  others  too 
numerous  to  mention  have 
already  made  their  mark. 

The  globalisation  of  jazz 
continues  and  new  hybrid 
styles  emerge.  Jazz  education 
programmes  turn  out  fine 
young  musicians.  Yes,  many 
will  struggle  to  earn  a  living- 
what  else  is  new? 

JON  COWANS 

West  Orange,  New  Jersey 


Obamacare  is  not  all  at  sea 

sir  -  I’m  sure  that  your  cover 
(November  23rd)  depicting 
Barack  Obama  half  sub¬ 
merged  in  water  brought  glee 
to  the  anti-Obama  crowd. 
However,  at  the  end  of  the  day 
the  problems  with  the  federal 
health-care  exchange  will  be 
fixed.  The  media  hysteria  does 
not  serve  well  the  50m  Ameri¬ 
cans  who  do  not  have  health 
coverage.  If  anything  it  was  the 
American  health-care  system 
that  was  submerged  in  water 
prior  to  Obamacare,  not  the 
president. 

WILLBRUZZO 
Orange,  California 

sir  -  The  president  may  have 
avoided  his  travails  over  Oba¬ 
macare  if  he  had  adopted  the 
rule  that  Godfather  Don  Corle- 
one  used  in  the  strict  operation 
of  his  organisation:  insist  that 
bad  news  be  reported  to  him 
immediately. 

PAUL  LADAS 

North  Muskegon,  Michigan 


Red-light  zone 

sir  -  The  difficulty  of  creating 
sound  public  policy  regarding 
prostitution  in  Germany  and 
elsewhere  (“A  giant  Teutonic 
brothel”,  November  16  th)  is 
down  to  its  unusual  labour 
market.  Prostitution  may  be 
the  only  form  of  unskilled 
labour  for  which  the  demand 
for  workers  almost  always 
exceeds  the  supply.  This 
creates  a  strong  incentive  for 
traffickers  and  makes  the 
practice  lucrative. 

ZACH  LIEGEL 
Madison,  Wisconsin 

sir  -  Admittedly,  I  haven’t 
been  there  recently  but  I  very 
much  doubt  that  “Germany 
has  turned  into  a  giant  broth¬ 
el”.  Please  leave  such  gross 
exaggeration  to  the  tabloids. 
PAUL  DAVIS 
London  ■ 
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ALL  THE  MOST  DOMINANT  SPECIES 
START  OUT  IN  THE  WILDERNESS 

There's  no  denying  Land  Rover's  mastery  over  the  wilds,  but  add  a  510  hp  supercharged 
V8  and  even  the  streets  will  have  to  submit.  The  all-new  Range  Rover  Sport  handles  the 
most  uncooperative  roads  with  a  lighter,  more  athletic  aluminum  frame.  It  boasts  a  bold 
profile  and  cutting-edge  features  like  Terrain  Response®2*  which  adapts  to  conditions 
whether  on  the  asphalt  or  off. 

THE  ALL-NEW  RANGE  ROVER  SPORT  I  LandRoverUSA.com 
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The  emirates  Cents*  for  Strategic  Studies  and  REsarch 


Latest  Edition 

With  United  Strength 

H.H.  Shaikh  Zayid  Bin  Sultan  A1  Nahyan 
The  Leader  and  the  Nation 


'X  \ 


•  An  authorized  and  fully  documented 
biography  of  a  man  who  built  a  nation 
and  established  a  state. 

•  An  in-depth  study  of  the  birth  of  the 
United  Arab  Emirates  and  the  pivotal 
role  of  its  founder — the  architect  of  its 
development. 

•  A  book  to  be  treasured  by  all  generations 
as  the  biography  of  a  leader,  the  history 
of  a  nation,  and  the  chronicle  of  an 
eventful  and  vital  era. 


•  Includes  a  new  section  exploring  the 
legacy  of  Shaikh  Zayid. 


For  more  information  please  contact: 

The  Emirates  Center  for  Strategic  Studies 
and  Research  (ECSSR),  Publications  Division 
t*  +  9712-4044444  /  4044445 
#  +  9712-4044443  /  4044542 
&  books@ecssr.ae  ©  www.ecssr.ae 
P.O.  Box  4567,  Abu  Dhabi,  United  Arab  Emirates 
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From  our  blogs 

Business:  Sometimes  on  Sunday 

The  French  government  promises  a 
n  ew  La w  n  ext  yea  r  to  cla  rify  th  e 
situation  with  Sunday  trading.  Sadly,  it  looks 
unlikely  to  clarify  much  at  all 

Middle  East:  Peace  talks 

Eyad  Serraj,  a  Gazan  psychiatrist 
and  human-rights  campaigner,  talks 
to  Basim  Naim,  a  Hamas  politician,  about 
engagement  with  Israel 

United  States:  The  Trojan  horse 

Obamacare  is  such  a  complex  piece 
of  machinery  thatit  offers  many 
opportunities  for  Republicans  to  reform  it  in 
a  conservative  direction 
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Digital  money 

Bitcoin  under  pressure 
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^  Face-off 


3 

4 

5 


Digital  money 

The  Bitcoin  bubble 

The  Economist  explains 

Why  does  London  have  so  many  tunnels? 

The  Economist  explains 

How  harmfulis  crack  cocaine? 


Featured  comment 

'The  Dutch  economy  is  headed  for  years  of 
stagnation.  The  'cheese-grater approach' 
used  for  cutting  the  budget  has  the  double 
effect  of  further  depressing  consumer 
sentiment,  already  low  thanks  to  the  bursting 
of  the  housing  bubble,  while  at  the  same  time 
not  achieving  any  significant  reform. " 

— pepb  on  the  Dutch  downgrade,  Nov  29th 

Follow  us  @TheEconomist 


Debate:  Smart  cities 

Cities  produce  a  lot  of  data.  Nowthe  people 
who  run  them  want  to  puttheinformation 
to  work.  Many  mayors  have  unveiled  "smart 
city"  projects  aimed  at  making  their  cities 
more  liveable  and  more  efficient.  Butis  this 
just  empty  hype?  Join  the  debate 


Deaths  foretold 

Seven  Chinese  workers  died  recently  in  a 
fire  atafactoryoutsidetheTuscan  city  of 
Prato.  Their  deaths  demonstrate  the 
contempt  shown  for  Italy's  health-and- 
safety  laws  by  many  Chinese-run  sweatshops* 
whose  goods  carry  "Made  in  Italy"  labels 
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Daily  chart  Advent  calendar 

One  ata  time,  we  revealthe  24  most 
popular  maps,  charts,  data  visualisations 
and  interactive  features  published  on 
Economist.com  overthe  past  year.  On 
Christmas  Day  a  new  graphic  will  reward 
festive  visitors  to  the  site 


To  subscribe  go  to 
econ.st/Sb6Prb 


Links  to  all  these  stories 
can  be  found  at: 
economist.com/dh45 
or  by  scanning  this  code 


Executive  Focus 

— 

SENIOR  LEADERSHIP  TEAM 


'Vfsdafrica 

f  Innovation  •  Knowledge  *  Capacity 


FSD  Africa  (FSDA)  is  a  regional  financial  sector  development  programme  operating  across  Sub-Saharan  Africa.  Its  goal  is  to  reduce  poverty  by 
boosting  financial  inclusion  and  helping  financial  institutions  and  markets  drive  economic  growth. 

FSDA  seeks  a  dynamic,  highly  qualified  and  high  performing  leadership  team  to  manage  significant  budgets  and  develop  ambitious  approaches  to 
deliver  FSDA's  strategy.  These  roles  create  a  platform  for  outstanding  individuals  to  influence  the  future  development  of  African  financial  markets 
which  are  among  the  fastest  growing  and  rapidly  changing  in  the  world. 

•  Director,  Change  Management  and  Building  Services  Markets  -  Works  with  financial  institutions  and  providers  of  professional  and  technical  services 
to  develop  strategies  to  originate  and  drive  change  management  processes,  to  build  leadership,  spur  innovation  and  strengthen  core  business  processes; 
develops  strategies  to  stimulate  regional  services  markets  (e.g.  in  e-learning  and  data  analytics);  leads  a  core  team  of  professionals,  identifying  and 
mobilising  external  technical  experts  to  meet  client  needs 


•  Director,  Knowledge  and  Evidence  -  Leads  FSDA's  research  activities,  implementing  strategies  for  knowledge-sharing  and  building  the  evidence  base/ 
information  platform  that  connects  and  informs  financial  sector  development  with  poverty  reduction;  strengthens  market  capacity  to  access  and  use 
information  to  accelerate  commercial  innovation  and  policy  change;  collaborates  with  international  partners  on  learning  programmes 

•  Director,  Professional  Education  -  Develops  strategies  to  increase  the  supply  of  qualified  personnel  into  the  financial  industry  by  working  with  regional 
training  institutions,  regulators  and  industry  bodies;  conceptualises  and  implements  training  courses  that  meet  industry  needs  for  technical  and  managerial 
skills;  builds  partnerships  with  training  institutions  to  strengthen  their  capacity  to  deliver  and  market  skills  development  programmes  regionally 

•  Senior  Project  Director  -  Responsible  for  operational  and  contractual  aspects  of  the  programme,  overseeing  procurement,  risk  management,  operations 
and  administration;  works  closely  with  FSDA's  co-funding  partners  to  facilitate  technical  collaboration 

•  Change  Management  Consultant  (2)  -  Supports  origination  and  implementation  of  change  management  processes;  designs  and  manages  interventions 
with  financial  institutions,  identifying  and  procuring  appropriate  technical  resources,  and  ensures  interventions  achieve  financial  and  developmental  goals 

Candidates  will  have  a  strong  strategic  focus,  be  results-driven,  innovative  and  committed  to  high  standards  of  performance.  Essential:  financial  sector  experience 
(banking'management  consultancy/research);  appreciation  of  the  African  financial  markets  context;  able  to  manage  significant  budgets  and  deliver  multiple 
projects;  strong  social  commitment;  rigorous  project  management,  communication  and  influencing  skills. 


Based  in  Nairobi,  Kenya,  with  extensive  travel  in  SSA  and  occasionally  outside  Africa. 

For  role  descriptions,  please  go  to  www.fsdafrica.org  under  Opportunities. 

Please  send  your  CV  and  covering  letter  to  Warucu  Itotia  (info@fsdafrica.org)  by  7  January  2014. 
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The  Government  of  Tanzania  is  looking  for 

Consultant  as  International  Project  Manager 

Country  Study  on  Illicit  financial  flows  from  Tanzania 

The  international  project  manager  will  report  directly  to  the  project  steering  committee 
in  the  Bank  of  Tanzania  and  will  be  allocated  office  facilities  and  administrative 
support  in  the  premises  of  the  Bank  of  Tanzania. 

Position  Summary 

As  the  economy  of  Tanzania  grows,  including  extensive  extraction  and  utilization 
of  natural  resources  as  well  as  expanding  sectors  with  international  connections,  it  is 
becoming  a  challenge  to  ensure  that  the  levels  of  capital  flight  ("both  licit  and  illicit; 
are  limited.  The  Government  of  Tanzania  has  decided  to  carry  out  a  project  to  produce 
the  first  in  depth  study  of  illicit  financial  flows.  It  is  expected  that  the  project  will 
produce  a  country  report,  database,  policy  and  administrative  recommendations  and 
build  awareness  on  the  processes  by  which  illicit  financial  flows  take  place,  together 
with  estimates  at  the  national  level  overall  and  areas  of  the  economy. 

Key  Qualifications  and  Experience 

-  International  experience  with  macroeconomic  analysis  and  policy  advice,  and 
possibly  a  background  in  tax/trade/crime/corruption  issues 

-  Management  level  knowledge  of  public  accounLs,  econometric  and  statistical  work 

-  International  project  administration  capabilities 

-  Work  experience  in  the  above  mentioned  fields  from  Africa  and  /  or  other 
developing  regions  ideally  in  the  field  of  illicit  flows  or  capital  flight  or  tax  evasion 
and  mispricing 

Contract 

The  contract  can  either  be  a  resident  contract  for  up  to  2  years  duration  (2014-2015), 
or  a  retainer  contract  with  agreed  minimum  time  spent  in  Tanzania  over  the  period 
(from  January  2014)  through  extended  stays  in  country  and  availability  on  line  and 
conferencing  facilities  to  enable  the  leadership  of  the  project. 

Competitive  international  terms  are  offered. 

Interested  candidates  should  send  their  CV  and  pay-  salary  package  expectations 
together  with  a  one  page  introduction  letter  to  the  following  email  addresses: 
c-sassev @ bot.go.tz  and  olav.lundstol  & mfa.no  no  later  than  30  December  2013. 
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THE  AFRICAN  DEVELOPMENT  BANK 


Help  us  make  the  private  sector 
central  to  Africa's  regeneration 

Division  Manager,  Infrastructure  Finance  Division 

Established  in  1964,  we  are  the  premier  pan-African  development  institution 
promoting  economic  growth  and  social  progress  across  the  continent. 
Bringing  together  77  member  states,  including  53  in  Africa,  we're  delivering  the 
financial  and  technical  support  for  truly  transformative  projects  -  and  our 
Private  Sector  Department  has  a  vital  role  to  play.  Identifying,  appraising  and 
implementing  key  projects  and  supporting  our  diagnostic  and  strategy  programmes, 
it  aims  to  deliver  significant  improvement  in  Africa's  investment  climate. 

You  will  take  ownership  of  the  Infrastructure  Finance  Division,  which  originates 
all  infrastructure  operations  without  an  explicit  sovereign  guarantee  from  the 
beneficiary  country.  In  particular,  you  will  focus  on  projects  in  the  power, 
transportation,  telecommunications  and  water  sectors,  overseeing  activity 
through  to  first  disbursement,  at  which  point  responsibility  passes  to  the 
Portfolio  Management  Division.  To  this  end,  you  will  plan  and  co-ordinate 
conferences  to  raise  our  profile  and  identify  potential  opportunities,  assemble 
project  teams,  manage  due  diligence  and  prepare  detailed  reports  and 
submissions  to  secure  buy-in  from  your  colleagues. 

Equally  importantly,  you  will  foster  negotiations  with  clients,  including  the 
drafting  of  final  legal  documentation,  so  you  will  need  a  rare  blend 
of  interpersonal,  organisational  and  leadership  skills.  Qualified  to  postgraduate 
level  in  Business,  Finance  or  Economics,  you  will  bring  extensive  professional 
experience  within  a  complex  financial  institution,  including  wide-ranging 
exposure  to  infrastructure  transactions.  This  will  have  given  you  expert 
understanding  of  investment  and  portfolio  management  techniques, 
strong  focus  on  results  and  client  satisfaction,  and  proven  ability  to  mentor 
and  motivate  multicultural  teams.  Finally,  you  will  ideally  be  familiar  with  SAP 
and  OCS  software  and  you  must  be  fluent  in  English  or  French,  with  a  good 
command  of  the  second  language  and  preferably  some  knowledge  of  Arabic 
and  Portuguese. 

For  additional  information  about  this  position, 
including  how  to  apply  and  deadlines,  please  visit 
our  website  at  www.afdb.org/jobs 
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JOIN  OUR  INTERNATIONALLY 
REGARDED  BUSINESS 
SCHOOL 

The  University  of  Sydney  Business  School  is  an  internationally 
renowned  business  school,  regarded  as  a  leading  provider  of 
business  and  management  education  in  the  Asia-Pacific  region. 

Our  disciplines  of  Business  Analytics;  Accounting;  and  Finance 
are  leaders  in  research  and  teaching.  We  are  currently  seeking 
outstanding  candidates  to  further  strengthen  the  leadership 
of  these  disciplines,  enhance  the  Business  School’s  research 
profile  and  contribute  to  the  design  and  development  of 
innovative,  cutting  edge  curriculum. 

Join  us  in  the  following  positions: 

-  Professor  of  Business  Analytics 

-  Professor  of  Accounting  (x2) 

-  Professor  of  Finance  (x2) 

This  is  a  wonderful  opportunity  to  contribute  to  the  future 
success  of  our  Business  School. 


For  applications  and  enquiries,  please  contact 

Ms  Sonia  Pechner  at  Academic  Search  International  on 

+61  2  9238  2127  or  at  sonia.pechner@academic-search.net 


CEB 

COUNCIL  OF  EUROPE  DEVELOPMENT  BANK 
BANQUE  DE  DEVELOPPEMENT  DU  CONSOL  Of  LEU  ROPE 

www.coebank.org 

The  Council  of  Europe  Development  Bank  (CEB)  is  a  multilateral 
development  bank  with  a  social  purpose.  Set  up  on  1 6  April  1 956 
in  order  to  bring  solutions  to  the  problem  of  refugees,  its  scope 
of  action  has  steadily  broadened  to  include  sectors  that  directly 
contribute  to  strengthening  social  cohesion  in  Europe.  The  CEB 
represents  a  major  instrument  of  solidarity  policy  in  Europe,  helping 
its  41  Member  States  to  achieve  sustainable  and  equitable  growth. 

In  order  to  provide  for  the  development  of  our  activities,  we  are 
seeking  a  Paris-France  based: 

Technical  Advisor  -  Health  Sector  Specialist 

Working  independently  or  within  a  team  as  directed,  the  Health  Sector 
Specialist  is  the  expert  person  for  this  sector,  dealing  with  all 
health-related  aspects  including  some  specific  healthcare  issues 
in  penitentiary  projects. 

The  work  involves  carrying  out  technical  reviews  of  projects  with 
a  focus  on  developing,  appraising  and  managing  complex  projects, 
primarily  in  the  Western  Balkan  countries. 

To  find  out  more  about  this  opportunity  and  to  submit  your  application, 
please  visit  our  online  recruitment  site:  http://ceb.profils.org 

CEB  offers  competitive  conditions  of  employment  and  the  chance 
to  work  in  an  international  environment  alongside  colleagues  from 
28  countries.  The  CEB  is  an  equal  opportunities  employer. 

Deadline  for  applications  is  13  January  2014. 


PEMBROKE  COLLEGE, 
CAMBRIDGE 

THE  MASTERSHIP 

Pembroke  College,  Cambridge,  is  seeking  to  elect  a  new  Master 
to  succeed  Sir  Richard  Dearlove,  who  will  retire  in  July  2015. 
(In  Pembroke  the  term  ‘Master’  is  used  for  both  male  and  female 
incumbents.)  Candidates  must  be  of  sufficient  ability,  distinction  and 
experience,  either  in  academic  life  or  in  some  other  field  of  activity, 
to  provide  leadership  of  a  thriving,  self-governing  institution.  An  ability 
to  represent  and  promote  the  Coljege  both  within  the  University  and  to 
the  outside  world  is  important.  The  College  has  an  active  development 
programme  in  which  it  is  expected  that  the  Master  will  be  involved. 

The  appointment  would  be  for  a  maximum  of  10  years,  but  would 
not  normally  continue  beyond  31  July  of  the  year  in  which  the  Master 
attains  the  age  of  67  years.  An  appointment  may  be  renewable  under 
conditions  laid  down  in  the  College’s  Statutes  and  Ordinances. 
It  is  expected  that  the  successful  candidate  will  serve  for  at  least 
five  years.  The  salary  will  be  commensurate  with  academic  scales. 

Further  particulars  are  available  at 

http://www.pem.cam.ac.uk/the-college/job-vacancies/  or  may  be 
obtained  from  the  President  by  email  (president@pem.cam.ac.uk)  or 
by  post:  The  President,  Pembroke  College,  Cambridge,  CB2  1 RF,  UK. 
Applications  should  be  sent  to  the  President  so  as  to  reach  him 
by  Friday  17  January  2014  and  should  consist  of  a  covering  letter, 
a  curriculum  vitae,  and  the  names  and  contact  details  of  three  referees 
who  might  be  approached  by  the  College. 

Information  about  the  College  is  available  on  its  website  at 
http://www.pem.cam.ac.uk/ 

Pembroke  College  is  an  equal  opportunities  employer. 


A  better  world  starts  here 


International 

Labour 

Organization 


There  has  never  been  a  more  exciting  time  to  be  part  of  the  ILO! 

The  International  Labour  Organization  (ILO),  a  specialized  agency 
of  the  United  Nations,  has  the  mandate  to  promote  social  justice, 
employment  and  internationally  recognized  human  and  labour 
rights  in  the  context  of  inclusive  and  equitable  economic  growth. 

It  is  the  only  tripartite  UN  agency,  bringing  together  representatives  of 
governments,  employers  and  workers. 

If  you  would  like  to  work  within  an  internationally  diverse, 
globally  challenging,  highly  principled  environment  and  you  have 
a  proven  track  record  of  high  performance,  then  the  ILO  is  the 
right  place  for  you. 

The  ILO  is  hiring  professionals  in  the  following  technical  and 
managerial  areas  mentioned  below.  For  further  information  s 
and  details  on  how  to  apply,  please  visit  https://erecruit.ilo.org  | 

The  closing  date  for  applications  is  6  January,  2014. 

International  Labour  Standards  •  Social  Protection  •  Enterprise  Development  § 
Conditions  of  Work  and  Equality  •  Governance  and  Tripartism  •  Statistics  1 
Employment  Policy  •  Skills  and  Employability  •  Translation  and  Editing  | 
Occupational  Safety  and  Health  •  Labour  Administration  and  Inspection  f 
Econometrics  and  Data  Management  •  Youth  Employment  •  Public  Finance  I 
Document  Services  •  Research  •  Communications  and  Public  Information  I 
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WFP 

/>|g/\  Director,  Internal  Audit  D1 

./  World  Food  Director,  Investigations 

Programme  ’  6 

wfp.org  &  Inspections  D1 


The  World  Food  Programme  (WFP)  is  the  world's  largest  humanitarian  agency,  fighting 
hunger  worldwide.  We  aspire  to  the  highest  standards  of  accountability  and  transparency. 
We  are  currently  seeking  to  fill  the  below  Director  posts,  based  at  our  Headquarters  in  Rome, 
Italy.  The  incumbents  will  report  to  the  Inspector  General  (IG)  of  the  Oversight  Office. 

Director,  Internal  Audit  D1 

The  ultimate  goal  and  mission  of  the  Office  of  Internal  Audit  (OiGA)  is  to  conduct 
assurance  and  advisory  work  over  WFP’s  operations  worldwide,  in  conformity  with 
WFP’s  regulatory  framework  and  international  auditing  standards.  The  Director  will 
assist  the  IG  in  providing  leadership  in  the  area  of  internal  audit,  including  planning, 
directing  and  coordinating  the  work  of  OIGA. 

Director,  Investigations  &  Inspections  D1 

The  ultimate  goal  and  mission  of  the  Office  of  Inspections  and  Investigations  (OIGI)  is  to 
conduct  independent  investigations  into  allegations  of  misconduct  involving  WFP  staff, 
contractors  and  other  applicable  persons.  The  Director  will  assist  the  IG  in  providing 
leadership  in  the  area  of  investigations,  including:  managing  the  investigations  function; 
developing  and  implementing  investigations  related  guidelines  and  practices  as  well  as 
fraud  prevention  policies;  and  contributing  to  strengthening  WFP’s  Legal  Framework 
for  Addressing  Non  Compliance  with  the  UN  Standards  of  Conduct. 

Competitive  remuneration 

WFP  offers  an  attractive  compensation  and  benefits  package,  including  basic  salary  ranging 
from  USD95,394  to  USD103,204,  post  adjustment,  rental  subsidy,  30  days’  annual  leave, 
home  leave,  an  education  grant  for  dependent  children,  pension  plan  and  medical  insurance. 

Please  review  the  complete  terms  of  reference  and  submit  an  application  through 
the  following  link:  http://www.wfp.org/about/vacancies/professionals 

Deadline  for  applications:  29  December  2013 

WFP  has  zero  tolerance  for  discrimination  and  does  not  discriminate  on  the  basis  of  HIV/AIDS  status. 
Qualified  female  applicants  and  qualified  applicants  from  developing  countries  are  encouraged  to  apply. 

Fighting  Hunger  Worldwide 


Senior  advisor  on  tax  harmonisation  and  Customs 
Union  implementation  in  the  EAC-GIZ  cooperation 
programme  -  Tanzania,  Arusha 


Area  of  activity  /  The  Deutsche  Gesellschaft  fur  Internationale  Zusammen- 
arbeit  (GIZ)  supports  the  East  African  Community  (EAC)  Secretariat 
through  its  programme  ‘Support  to  the  EAC  integration  process".  The  fields 
of  cooperation  mdude  organisational  development,  deepening  regional 
economic  integration  through  support  on  implementation  ofthe  common 
market,  and  institutionalisanon  oL public-private  dialogue.  In  the  area  of  com¬ 
mon  market  implementation,  issues  on  which  GIZ  ana  the  EAC  Secretariat 


on  tax  harmonisation  is  to  ensure  that  the  tax  systems  of  the  partner  states 
interfere  as  little  as  possible  widt  free  trade  and  free  competition.  To  reinforce 
the  process  of  harmonising  domestic  taxes  under  the  Common  Market  frame¬ 
work  and  to  fully  implement  the  Customs  Union,  the  EAC  and  GIZ  now 
wish  to  recruit  a  senior  advisor  on  tax  harmonisation  and  the  Customs  Union. 


programme  will  be  to  provide  support  services  to  the  EAC  Secretariat  on  coor¬ 
dinating  EAC  tax  harmonisation  with  a  view  to  realising  the  Common  Market 
and  on  implementing  the  Customs  Union.  For  further  information  visit  our 
website  www.giz.de/en. 


Your  qualification  /  The  ideal  candidate  for  the  position  will  have  the  following 


of  relevant  professional  experience  in  the  area  of  fiscal  polity  formulation  and 
implementation  and/or  tax  administration  at  national,  regional  or  internatio¬ 
nal level;  •  experience  of  working  with  regional  economic  organisations  and  of 
working  in  the  EAC  region  would  be  an  added  advantage;  •  strong  social  skills 
and  cultural  sensitivity;  •  a  high  degree  of  management  and  advisory  skills;  •  great 
political  and  diplomatic  sensitivity  in  the  context  of  complex  interrelations; 

•  fluency  in  English  is  required  and  a  good  knowledge  of  French  would  be  desirable 


2016.  n  this  position  i 
deadline,  we  are  still  interested  in  receiving  applications. 


.  Please  apply 
2014  -  February 
isite  beyond  this 


giz 


Deutsche  Gesellschaft 
fur  Internationale 
Zusammenarbeit  (GIZ)  GmbH 


InterExec  is  the  global  leader  in  getting 
top  executives  to  the  pinnacle  of  their  careers. 
Using  our  unique  international  network  and 
in-depth  market  knowledge,  we  act  discreetly 
to  provide  unrivalled  access  to  prime 
opportunities  which  are  rarely  published. 


Inter  E>(ec 

UNIQUE  NETWORK  ♦  OUTSTANDING  TAL£MT 


Are  you  a  high  achiever  earning  £150k  to  £lm+? 

+44  (0)207  562  3482  or 

email:  london@interexec.net  www.interexec.net 


SNVlJS^ 


A 

SMART  DEVELOPMENT  WORKS 


SNV  works  to  empower  people  to  break  the  cycle  of  poverty  and  guide  their  own 
development.  By  sharing  our  expertise  in  agriculture,  WASH,  and  renewable  energy, 
and  by  incorporating  innovative  approaches  such  as  inclusive  business,  value  chain 
strengthening,  and  impact  investing,  we  contribute  to  developing  solutions  that 
bring  about  lasting,  systemic  change.  SNV  USA,  an  affiliate  of  SNV,  connects  North 
American  partners  to  sustainable  global  development. 

SNV  USA  (www.snvusa.org)  is  currently  seeking  to  fill  two  key  positions  within 
the  organization:  Director  of  Development  (Bethesda,  Maryland)  and  Knowledge 
Manager  (Maryland/Nairobi/Accra). 

We  seek  a  passionate  and  experienced  Director  of  Development  with  a  proven 
track  record  of  success  raising  the  profile  and  resources  of  an  organization. 

Reporting  to  and  working  in  partnership  with  the  Executive  Director,  the  Director 
of  Development  will  help  develop  and  lead  a  strategy  to  diversify  SNV’s  revenue 
base  among  private  funding  sources  including  foundations  and  corporations  in 
North  America.  He/she  will  work  collaboratively  with  SNV's  sector  leaders  and 
international  advisors  connecting  their  work  with  the  interests  of  donors,  and  will 
develop  effective  relationships  with  the  philanthropic  community  leading  to  long¬ 
term  partnerships  in  support  of  projects  across  all  SNV  countries.  View  details  and 
apply  at  http://www.snvworld.org/en/countries/usa/director-of-development. 


The  Knowledge  Manager  is  a  part  of  SNV’s  Procurement  Governance  for 
Homegrown  School  Feeding  (PGHGSF)  Project  team  and  is  responsible  for  the 
implementation  of  the  project’s  Learning  Component.  Supported  by  the  Bill  and 
Melinda  Gates  Foundation,  the  PGHGSF  Project  aims  to  improve  smallholder 
farmer  access  to  the  structured  demand  market  presented  by  Homegrown  School 
Feeding  programs  in  Mali,  Kenya,  and  Ghana.  The  Knowledge  Manager  will  work 
with  the  project  team  to  document  and  disseminate  lessons  learned,  and  to  raise 
the  profile  of  the  project  with  key  audiences  including  global  donors  and  peer 
organizations.  The  KM  will  report  directly  to  the  project  manager  based  in  Bethesda, 
MD.  View  details  and  apply  at  http://www.snvworld.org/en/countries/usa/ 
^knowledge-manager. 
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Executive  Focus 
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EU  Border  Assistance  Mission  to  the 
Republic  of  Moldova  and  Ukraine 

VACANCY  ANNOUNCEMENT 

The  EU  Border  Assistance  Mission  to  Moldova  and  Ukraine  (EUBAM)  is  a  joint  initiative  of 
the  European  Union  and  Governments  of  the  Republic  of  Moldova  and  Ukraine.  Working  since 
2005,  EUBAM  contributes  to  enhancing  the  overall  border  and  customs  management  capacities 
to  approximate  the  standards  of  the  border  and  law  enforcement  authorities  to  those  of  the  EU  and 
to  fight  against  cross-border  and  organised  crime.  The  Mission  assists  the  Republic  of  Moldova 
and  Ukraine  in  fulfilling  their  commitments  under  the  Partnership  and  Cooperation  Agreements 
and  the  European  Neighbourhood  Policy  Action  Plan  for  the  Republic  of  Moldova  and  the 
Association  Agenda  for  Ukraine.  It  also  contributes  to  a  peaceful  resolution  of  the  Transnistria 
conflict.  The  European  Commission  is  providing  funding  for  EUBAM  while  administration  and 
logistical  support  services  are  provided  by  the  International  Organization  for  Migration. 

The  EU  and  lOM  are  now  recruiting  the  Head  of  EU  Border  Assistance  Mission  in  the 
Republic  of  Moldova  and  Ukraine,  based  in  EUBAM  Headquarters  in  Odessa,  Ukraine. 

The  Head  of  Mission  provides  leadership  to  fulfil  the  Mission’s  objectives  within  the  framework 
of  its  mandate  and  is  responsible  for  the  Mission’s  operation,  communication,  reporting  and  its 
daily  management.  The  Head  of  Mission  also  acts  as  a  political  advisor  to  the  Head  of  the  EU 
Delegation  to  the  Republic  of  Moldova  on  issues  related  to  the  Transnistria  conflict. 
Requirements: 

•  Active  (or  recently  retired)  national  or  international  law  enforcement  official  or  civil  servant 
of  an  EU  Member  State  or  an  EU  Institution 

•  Relevant  operational  experience  with  border  police  /  customs  /  other  law  enforcement 
services  active  in  the  fight  against  corruption  /  smuggling  /  trafficking  /  fraud  /  organized 
crime  within  EU  Member  States  or  at  the  European  level 

•  Excellent  senior  management  and  political  skills,  as  well  as  operational  experience 

•  Experience  with  capacity  building  projects  related  to  law  enforcement  services  or  with  EU/ 
EC  police  or  customs  missions  in  transition  countries  /  other  developing  countries  is  highly 
desirable 

•  Excellent  communication  skills  with  very  good  command  of  written  and  spoken  English; 
knowledge  of  other  EU  and  local  languages  is  an  asset 

•  Masters  Degree  in  Law  or  relevant  field  with  at  least  20  years  of  relevant  work  experience, 
of  which  at  least  7  years  spent  in  senior  management  positions  (Director  or  equivalent), 
preferably  in  a  multinational  environment. 

An  internationally  competitive  compensation  package  is  offered  for  the  post. 

For  a  more  detailed  job  description  and  instructions  on  applying,  please  visit  EUBAM’s  website 
at  www.eubam.org  or  IOM  Ukraine’s  website  at  www.iom.org.ua 
The  deadline  for  applications  is  13  January  2014. 
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European  Bank 

for  Reconstruction  and  Development 

SENIOR  COUNSELLOR,  GOVERNANCE 

£COMPETITIVE  |  LONDON 

In  34  countries  from  central  Asia  and  Russia  to  eastern  Europe 
and  the  southern  and  eastern  Mediterranean,  the  European  Bank 
for  Reconstruction  and  Development  (EBRD)  finances  projects, 
mainly  with  private  enterprises.  Bearing  risk  on  behalf  of  our 
clients,  we  help  countries  in  our  regions  transition  towards  open, 
market  economies. 

As  part  of  our  efforts  to  reduce  investment  obstacles  in  our 
countries  of  operations,  you’ll  design  and  oversee  implementation 
of  country-specific  Investment  Climate  and  Good  Governance 
Initiatives  (ICGGI)  in  selected  countries.  You’ll  draw  on  the 
expertise  of  various  departments  to  identify  where  we  can  add 
value,  before  tailoring  the  programmes  for  the  specific  country 
and  tracking  ongoing  progress. 

You’ll  need  extensive  experience  of  managing  complex  projects 
and  delivering  results  in  a  multi-cultural  environment  -  experience 
that  will  have  honed  your  ability  to  negotiate  and  make  a  real 
impact.  You’ll  also  have  a  thorough  knowledge  of  investment 
climate  issues  and  economic  governance. 

For  a  more  comprehensive  job  description  and  details  of  howto 

apply,  visit  www.ebrdjobs.com 

The  deadline  for  applications  is  20  December  2013. 


WE  INVEST  IN  CHANGING  LIVES  WWW.EBRDJOBS.COM 


THE  WORLD  BANK 


Coordinator  /  Senior  Social  Protection  Specialist 

The  Multi  Donor  Secretariat  of  the  Promoting  Basic  Services  Program  in  Ethiopia 
seeks  to  recruit  a  Coordinator /Senior  Social  Protection  Specialist. 

PBS  is  the  principal  instrument  for  transferring  development  financing  to  Ethiopia 
for  basic  decentralized  service  delivery.  The  purpose  of  the  program  is  to  protect 
and  promote  the  delivery  of  five  basic  services  (health,  education,  water  &  sanitation, 
agriculture,  and  rural  roads)  by  sub-national  governments  in  Ethiopia  while  promoting 
and  deepening  transparency  and  accountability  in  service  delivery.  The  PBS  program 
involves  six  donors;  the  African  Development  Bank,  Austrian  Development  Agency, 
the  European  Union,  the  UK  Department  for  International  Development  (DFID), 
Italian  Development  Cooperation  and  the  World  Bank.  The  program  reflects  a  strong 
partnership  across  the  PBS  donors  and  between  the  donors  and  the  Government 
of  Ethiopia.  The  PBS  Secretariat  is  central  to  making  this  partnership  work  and 
is  hosted  by  the  World  Bank. 

Working  in  close  collaboration  with  PBS  donors,  the  main  responsibilities  of  the 
Coordinator /Senior  Social  Protection  Specialist  include: 

•  Technical  oversight  on  analytical  products,  support  and  regional  supervision 
missions  undertaken  by  the  secretariat. 


EXCITING  CAREER  OPPORTUNITIES  IN  TRADE 
&  REGIONAL  DEVELOPMENT 


Growing  Prosperity  Through  Trade 


TradeMark  East  Africa  (TMEA)  is  funded  by  a  range  of  development  agencies  with  the 
aim  of  growing  prosperity  in  East  Africa  through  trade.  We  believe  that  enhanced  trade 
contributes  to  economic  growth,  a  reduction  in  poverty  and  subsequently  increased 
prosperity.TMEA  works  closely  with  East  African  Community  (EAC)  institutions,  national 
governments,  business  and  civil  society  organisations  to  increase  trade  by  unlocking* * 
economic  potential  through: 

•  Increased  market  access; 

•  Enhanced  trade  environment;  and 

•  Increased  product  competitiveness. 

TMEA  has  its  headquarters  in  Nairobi  with  branches  in  Arusha,  Bujumbura,  Dar  es  Salaam,  Juba, 
Kampala  and  Kigali. 


SENIOR-LEVEL  VACANCIES 


TMEA  is  seeking  to  recruit  high  calibre,  results-oriented  and  seif-driven  experienced  profession¬ 
als  to  join  our  team  in  the  positions  listed  below. 

•  Strategic  Objective  Leader,  Market  Access; 

•  Strategic  Objective  Leader,  Trade  Environment; 

•  Strategic  Objective  Leader,  Market  Development;  and 

•  Senior  Director,  Country  Programmes. 

Detailed  job  profiles  for  these  posts  can  be  accessed  on  our  website  www.trademarkea.rom 


•  Coordination  of  secretariat  program  support,  monitoring  and  supervision  efforts 
including  oversight  of  semiannual  Joint  Review  and  Implementation  Supervision 
missions;  dialogue  with  Government  and  donor  partners. 

•  Management  and  leadership  of  secretariat  staff,  including  the  delivery 
of  six-monthly  rolling  work  plans,  budgets. 

This  is  a  3  year  renewable  term  appointment  based  in  Addis  Ababa,  Ethiopia. 

For  full  job  description  and  to  make  an  application,  visit: 

www.worldbank.org/careers  (vacancy#  132629). 


APPLICATION  DETAILS 


These  positions  are  available  on  initial  2-year  contracts  with  attractive  salary  and  benefit 
packages.  Please  send  us  your  cover  letter  and  detailed  CV,  including  your  qualifications, 
experience,  present  position  and  current  remuneration.  Your  application  should  also  in¬ 
clude  names  and  addresses  of  three  referees,  a  working  e-mail  address  and  daytime  tel¬ 
ephone  contacts.  The  forwarding  e-mail  and  cover  letter  must  clearly  indicate  the, posi¬ 
tion  title  on  the  subject  line.  Send  your  application  to  recruitmentiatrademarkea.com  by 
Friday,  20  December  2013  by  5.00pm  East  African  time.  Interviews  will  be  conducted 
in  January/February  2014. 


Closing  date  is  January  2, 2014. 


Working  For  a  World  Free  of  Poverty 


Please  note  that  we  can  only  accept  applications  received  by  email.  Applications 
received  after  the  deadline  time  and  date  will  not  be  accepted.  We  reserve  the  right 
to  accept  or  reject  any  application.  Only  short-listed  candidates  will  be  contacted. 

TradeMark  East  Africa  is  an  equal  opportunity  employer  and  is  committed  to  open  and  transparent 

recruitment  processes. 
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The  monolith  and  the  markets 


NEWYORK 

Getting  $15  trillion  in  assets  on  to  a  single  risk-management  system  is  a  huge 
achievement.  Is  it  also  a  worrying  one? 


EAST  WENATCHEE,  in  Washington  state, 
is  known  for  its  apples,  not  for  its  finan¬ 
cial  services.  But  in  a  data  centre  nestled 
between  the  orchards  and  hills,  a  cluster  of 
6,000  computers  oversees  the  assets  of 
over  170  pension  funds,  banks,  endow¬ 
ments,  insurance  companies  and  others. 
Whirring  around  the  clock,  the  machines 
look  at  what  interest-rate  changes,  or  bank 
collapses,  or  natural  disasters  could  mean 
for  trillions  of  dollars  of  assets.  Around  the 
world,  17,000  traders  have  the  computers’ 
assessments  of  these  risks  at  their  finger¬ 
tips  when  they  buy  or  sell  assets. 

The  data  centre  forms  the  heart  of 
BlackRock,  an  asset-management  com¬ 
pany  that  is  the  world’s  biggest  investor. 
Founded  in  1988,  it  has  $4.1  trillion  in  assets 
under  management,  making  it  bigger  than 
any  bank,  insurance  company,  govern¬ 
ment  fund  or  rival  asset-management  firm. 
It  single-handedly  manages  almost  as 
much  money  as  all  the  world’s  private- 
equity  and  hedge  funds.  Though  its  hold¬ 
ings  are  mostly  equities— it  is  the  biggest 
shareholder  in  half  of  the  world’s  30  larg¬ 
est  companies— it  also  holds  bonds,  com¬ 
modities,  hedge  funds,  property  and  just 
about  anything  anyone  would  ever  want 
to  invest  in  (see  chart  1  on  next  page). 

But  “Aladdin”,  the  risk-management 
platform  that  occupies  all  those  computers 


in  the  orchards,  is  not  just  used  to  look  after 
BlackRock’s  $4  trillion.  The  firm  makes  its 
facilities  available  in  whole  or  in  part  to 
managers  looking  after  $11  trillion  more,  a 
tally  that  has  recently  been  growing  by 
about  $1  trillion  a  year.  All  told,  Aladdin 
keeps  its  eyes  on  almost  7%  of  the  world’s 
$225  trillion  of  financial  assets.  This  is  un- 
precedented-and  it  means  flaws  in  the 
system  could  matter  to  more  than  just 
BlackRock,  its  investors  and  its  customers. 
If  that  much  money  is  being  managed  by 
people  who  all  think  with  the  same  tools, 
it  may  be  managed  by  people  all  predis¬ 
posed  to  the  same  mistakes. 

Encounter  in  the  dawn 

BlackRock  is,  according  to  one  of  the  archi¬ 
tects  of  Aladdin,  “perpetually  neurotic” 
about  risk.  Company  lore  attributes  this 
neurosis  to  a  $ioom  loss  which  nearly  end¬ 
ed  the  career  of  its  co-founder  and  chief  ex¬ 
ecutive,  Larry  Fink,  in  1986.  A  wunderkind 
at  First  Boston,  an  investment  bank,  Mr 
Fink  had  risen  to  its  management  commit¬ 
tee  in  his  early  30s  after  pioneering  the  art 
of  repackaging  income  streams  such  as 
mortgage  payments  and  car  loans  into 
bonds.  First  Boston  profited  handsomely 
from  this  pioneering  work  in  debt  securiti- 
sation-until  an  unexpected  fall  in  interest 
rates  wrong-footed  Mr  Fink’s  traders. 


Mr  Fink  was  sidelined,  leaving  him 
time  to  ponder  how  Wall  Street’s  titans  un¬ 
derstood  the  risks  they  took  to  make  mon¬ 
ey.  He  set  up  BlackRock  as  much  to  offer  cli¬ 
ents  a  better  understanding  of  risk  as  to 
manage  their  money.  Originally  a  part  of 
Blackstone,  a  private-equity  firm,  it  was 
sold  in  1994  and  floated  in  1999.  Today  it  is 
worth  $51  billion,  making  it  America’s  17th 
largest  financial  firm  by  market  value. 

BlackRock  quickly  earned  a  reputation 
for  understanding  the  complex  securities 
dreamed  up  by  ever  more  creative  Wall 
Street  types.  Whereas  buyers  of  a  com¬ 
pany’s  shares  only  need  to  understand 
that  one  business,  buyers  of  a  mortgage- 
backed  security  of  the  sort  Mr  Fink  pio¬ 
neered  must  look  at  how  several  thousand 
underlying  loans  will  perform.  BlackRock 
took  up  the  challenge.  Its  analytical  leg- 
work,  originally  undertaken  by  a  humble 
Sun  Microsystems  workstation  wedged 
between  the  fridge  and  the  coffee  machine 
in  BlackRock’s  one-room  office,  was  the 
key  to  the  firm’s  early  success  as  an  asset 
manager  specialising  in  bonds. 

By  2008,  after  20  years  of  growth  and 
the  acquisition  of  part  of  Merrill  Lynch, 
BlackRock  had  more  than  $1  trillion  under 
management.  As  crashing  banks  revealed 
how  spectacularly  poorly  the  financial 
world  had  understood  the  complex  and 
shady  instruments  it  had  put  its  money 
into,  BlackRock,  far  from  needing  a  bail¬ 
out,  was  something  of  an  antidote.  When 
the  American  government  found  itself 
owning  or  guaranteeing  toxic  assets,  it 
turned  to  BlackRock,  which  was  seen  as 
having  more  limited  conflicts  of  interest 
than  everyone  else  concerned,  to  analyse, 
value  and  sell  them.  The  company  got  sim-  ►► 
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►  ilar  business  from  Greece  and  Britain. 
Larry  Fink  became  a  Washington  insider, 
his  name  floated  as  a  chief  for  bailed-out 
banks,  or  later  as  a  potential  treasury  secre¬ 
tary.  In  2009,  as  others  retrenched,  Black- 
Rock  snapped  up  Barclays’  asset-manage¬ 
ment  business,  boosting  the  assets  under 
its  control  to  more  than  $3  trillion. 

It  looks  set  to  grow  further.  As  post-cri¬ 
sis  regulations  cut  the  banking  industry 
back  down  to  size,  much  of  what  the  banks 
used  to  own  is  flowing  to  capital  markets. 
Pension  funds,  sovereign-wealth  funds, 
endowments,  insurance  companies  and 
asset  managers  will  all  look  to  buy  them 
there,  and  many  will  do  so  through  Black- 
Rock.  The  company  also  has  opportunities 
for  growth  in  its  thriving  business  with 
smaller  clients  (a  third  of  its  work  is  for  re¬ 
tail  investors  saving  for  their  retirement  or 
a  college  fund).  American  personal  bank 
accounts  currently  contain  $10  trillion 
earning  virtually  no  interest. 

One  reason  investors  flock  to  Black- 
Rock  is  that  its  purchase  of  the  Barclays 
business  made  it  a  huge  force  in  “passive” 
investment  products  such  as  exchange- 
traded  funds  (etfs);  these  now  account  for 
64%  of  its  assets  under  management.  Such 
instruments  aim  merely  to  track  indices— 
the  s&p  500,  London’s  ftse  and  their 
equivalents  in  the  bond  world-and  charge 
far  lower  fees  than  “active”  mutual  funds 
or  hedge  funds,  which  need  to  cover  pricey 
research  and  trading  teams.  That  said, 
BlackRock  is  not  averse  to  earning  such 
fees:  with  over  $1  trillion  in  assets,  its  active 
management  business  is  one  of  the  biggest 
there  is.  Indeed  some  outsiders  suspect 
that,  as  both  businesses  get  bigger,  accom¬ 
modating  the  different  cultures  associated 
with  etfs  and  active  management  may 
become  a  problem  for  the  company. 

Since  BlackRock  mostly  just  invests  its 
customers’  money  on  their  behalf,  it  is,  it 
says,  a  much  safer  source  of  financing  for 
the  economy  than  banks,  which  can  find 
themselves  without  the  money  to  pay  off 
their  depositors,  and  thus  crash.  As  long  as 
the  firm  does  not  become  an  investor  in  its 
own  funds,  which  it  shows  no  sign  of  do¬ 
ing,  BlackRock  can  plausibly  claim  to  offer 
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little  if  any  systemic  risk.  As  with  smaller 
asset  managers,  such  as  Vanguard,  Fidelity 
or  pimco,  a  fall  in  the  value  of  the  assets 
under  management  matters  to  the  inves¬ 
tors  concerned,  but  has  no  knock-on  ef¬ 
fects.  Regulators  fret  about  some  aspects  of 
BlackRock’s  operations,  such  as  money- 
market  funds-banklike  vehicles  which 
struggled  in  2008.  But  mostly  they  seem  to 
accept  the  arguments  put  forward  by 
BlackRock  and  its  lobbyists. 

Mr  Fink  encourages  the  perception  that 
the  company  is  merely  big,  not  special- 
perhaps  even  a  little  dull.  He  delights  in 
drawing  a  contrast  between  the  flashiness 
of  Wall  Street  and  his  nondescript  mid¬ 
town  Manhattan  offices.  He  pulls  a  face 
when  reminded  that  a  former  lieutenant 
described  BlackRock  as  “one  of,  if  not  the, 
most  influential  financial  institutions  in 
the  world.”  Speak  to  anyone  in  markets, 
however,  and  they  will  agree  with  the  as¬ 
sessment.  “If  you  are  looking  to  buy  any¬ 
thing,  or  sell  anything,  or  invest  anything, 
it’s  very  difficult  to  get  around  BlackRock,” 
says  the  boss  of  a  large  European  insurer. 

Because  BlackRock  is  often  their  largest 
shareholder  (see  chart  2),  companies  care 
what  it  thinks,  even  if  the  nature  of  its  etf 
business  means  that  its  level  of  investment 
in  them  is  to  some  extent  predetermined 
(to  track  indices,  the  company  needs  to 
keep  hold  of  large  chunks  of  the  biggest 
companies  on  the  market).  When  Stuart 
Gulliver  took  over  hsbc,  a  bank,  in  early 
2011,  he  flew  to  New  York  to  ask  for  Mr 
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Fink’s  support.  And  BlackRock  prides  itself 
on  getting  access  to  market-moving  infor¬ 
mation  just  as  any  investment  bank’s  trad¬ 
ing  desk  would.  Marketing  presentations 
boast  of  the  “access  advantage”  enjoyed  by 
BlackRock,  using  “deep  relationships  with 
government  and  corporate  issuers”  to  put 
it  “in  the  flow  of  the  most  current  informa¬ 
tion”.  That  advantage  is  at  least  in  part  a 
factor  of  its  awesome  size. 

The  sentinel 

There  is  another  way  that  BlackRock  is  sin¬ 
gularly  important.  A  recent  report  by  the 
Office  of  Financial  Research,  an  arm  of  the 
us  Treasury,  contained  a  warning  that  as¬ 
set  managers  which  provide  “consulting  or 
pricing  services  to  other  asset  managers 
[are]  creating  interconnections  and  depen¬ 
dencies  that  increase  their  importance  in 
financial  markets.”  And  through  Aladdin, 
BlackRock  provides  such  services  on  an 
epic  scale. 

Who  exactly  pays  to  gain  the  system’s 
insights  is  not  a  matter  of  record,  but  a  fair 
number  of  BlackRock’s  asset-management 
rivals  use  it,  as  do  banks,  pension  funds 
and  insurers.  Deutsche  Bank’s  investment 
arm,  which  manages  €934  billion  ($1.3  tril¬ 
lion),  announced  in  November  that  it  was 
migrating  to  the  platform.  Including  those 
of  BlackRock  itself,  Aladdin  keeps  track  of 
30,000  investment  portfolios.  Some  of  the 
clients  use  just  the  risk-management  ser¬ 
vices;  about  a  third  use  Aladdin  to  manage 
their  portfolios  and  process  trades,  too. 
The  $40om  the  company  can  expect  in  an¬ 
nual  fees  from  outside  users  goes  a  long 
way  to  meeting  the  costs  of  the  system  and 
the  nearly  2,000  employees  who  run  it. 

Aladdin,  like  the  little  Sun  machine 
next  to  the  company’s  original  fridge,  is 
there  to  help  people  who  manage  money 
understand  what  they  own.  An  institution 
like  CalPERS-which  uses  Aladdin  to  keep 
track  of  the  $260  billion  it  has  invested  to 
pay  for  the  pensions  of  Californian  public 
employees-needs  to  understand  when  its 
bonds  will  come  to  maturity,  or  how  its  as¬ 
sets  will  move  if  interest  rates  fall,  or  what 
would  happen  if  a  counterparty  went 
bust.  Aladdin  is  the  tool  it  uses  for  the  job. 

The  system  is  based  on  a  large  and,  its 
creators  say,  particularly  well  quality-con- 
trolled  trove  of  historical  data.  On  the  basis 
of  that  information  it  uses  “Monte  Carlo” 
methods,  which  produce  a  large,  randomly 
generated  sample  of  the  huge  range  of  pos¬ 
sible  futures,  to  build  up  a  statistical  picture 
of  what  could  happen  to  all  sorts  of  stocks 
and  bonds  under  a  range  of  future  condi¬ 
tions.  These  risk  assessments  cover  both 
likely  futures  that  matter  day-to-day,  and 
less  probable  but  highly  salient  ones.  A 
portfolio  can,  say,  be  stress-tested  by  being 
put  through  market  turmoil  modelled  on 
that  which  followed  Lehman  Brothers’  col¬ 
lapse,  to  see  what  happens.  Users  can  see 
their  portfolio’s  predicted  response  to  a  ►► 
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“tapering”  of  the  Federal  Reserve’s  asset¬ 
buying  programme  or  to  the  onset  of  a  glo¬ 
bal  flu  pandemic. 

The  aim  is  not  just  to  figure  out  how 
each  stock,  bond  and  derivative  in  a  portfo¬ 
lio  would  move.  It  is  also  to  check  how  cor¬ 
related  those  movements  are,  and  how 
that  correlation  could  amplify  a  shock.  For 
example:  combining  shares  in  an  Indone¬ 
sian  bank,  a  bond  issued  by  a  European 
power  company  and  a  basket  of  mortgages 
secured  on  Canadian  shopping  malls 
might  seem  like  a  sensibly  diversified  port¬ 
folio.  But  some  changes  in  credit  availabil¬ 
ity  might  set  them  all  tumbling.  That  is  the 
sort  of  thing  that  Aladdin,  having  tracked 
such  assets  through  previous  crises,  is 
meant  to  spot.  Armed  with  insights  from 
these  simulations,  traders  managing  large, 
complex  portfolios  can  tweak  their  hold¬ 
ings  accordingly. 

This  sounds  like  a  useful  force  for  stabil¬ 
ity,  and  to  the  extent  that  it  provides  a  deep¬ 
er  understanding  of  risk  it  probably  is.  But 
the  sheer  size  of  the  endeavour  brings  two 
linked  worries  to  mind.  The  first  is  that  in¬ 
stitutions  which  buy  this  level  of  risk  ana¬ 
lysis  from  a  third  party  are  diverting  re¬ 
sources  away  from  developing  those  skills 
internally.  “There’s  no  way  you  can  get  the 
same  understanding  of  risk  if  you  devel¬ 
oped  the  capability  in-house,  versus  get¬ 
ting  it  off  the  shelf,”  says  an  investment 
manager  at  a  $500  billion-plus  fund  which 
looked  at  implementing  Aladdin. 

Not  doing  your  own  risk  analysis 
means  there  is  a  danger  that  you  will  not 
fully  understand  the  analysis  done  on 
your  behalf.  “You  can  look  at  all  these  risk 
reports  and  you  get  numb  to  what  it  actual¬ 
ly  means,”  the  investment  manager  says. 
Receiving  three-dimensional  bar  charts  by 
the  bushel  from  BlackRock’s  models  is  of 
limited  use  without  the  internal  proce¬ 
dures  necessary  to  make  the  best  use  of 
them,  and  a  lack  of  in-house  capability 
might  lead  those  procedures  to  atrophy. 

Broken  circuit 

If  companies  do  not  understand  the  risks 
they  are  taking  that  is  mainly  their  lookout 
(though  if  they  are  big  and  highly  lever¬ 
aged,  the  danger  spreads).  The  second  wor¬ 
ry  is  more  systemic.  The  market  price  for 
any  asset  is  in  theory  arrived  at  by  buyers 
and  sellers  independently  forming  their 
own  views  of  the  asset’s  worth,  often  us¬ 
ing  competing  methodologies  to  reach 
their  conclusions.  BlackRock’s  success 
means  that  more  and  more  of  the  market  is 
thinking  in  the  same  way.  As  participants 
each  start  fretting  about  broadly  similar 
things,  such  as  how  a  slowdown  in  emerg¬ 
ing  markets  might  impact  their  portfolios, 
they  will  be  guided  in  part  by  BlackRock’s 
analysis.  Buyers,  sellers  and  regulators 
may  all  be  relying  on  the  same  assump¬ 
tions,  simply  because  they  are  all  consult¬ 
ing  Aladdin.  In  a  panic,  this  could  increase 


the  risk  of  all  of  them  wanting  to  jump  the 
same  way,  making  things  worse. 

Privately,  some  market  participants  fret 
that  BlackRock’s  genie  is  creating  a  new  or¬ 
thodoxy  when  it  comes  to  analysing  as¬ 
sets.  That  is  especially  true  for  complex 
structures  which  require  its  forensic  exper¬ 
tise  to  unpick.  “Nobody  understands  some 
of  this  stuff”  without  going  through  Black- 
Rock,  says  a  portfolio  manager  who  uses 
Aladdin  and  regularly  trades  with  the  firm. 
A  potentially  worrying  development  is 
that  it  is  now  possible  to  engineer  bonds  to 
maximise  the  chances  of  BlackRock  invest¬ 
ing  in  them. 

The  disturbing  parallel  is  with  credit¬ 
rating  agencies  such  as  Moody’s  and  Stan¬ 
dard  &  Poor’s  in  the  run-up  to  2008.  Inves¬ 
tors  blindly  relied  on  the  agencies’  analysis 
of  financial  constructs  underpinned  by 
subprime  mortgages,  many  of  which  were 
engineered  in  such  a  way  as  to  ensure 
AAA-rated  status  but  subsequently  de¬ 
faulted  anyway.  BlackRock’s  models  are 
undoubtedly  more  sophisticated  than  the 


credit-rating  agencies’,  and  their  use  is  not 
mandated  by  regulators.  But  Mr  Fink  is  the 
first  to  admit  that  they  are  flawed,  too:  “If 
you  believe  models  are  going  to  be  right, 
you’re  going  to  be  wrong.” 

The  question  is  whether  BlackRock’s 
clients  understand  that  they  are  not  meant 
to  rely  on  Aladdin’s  prognostications  for 
investing.  BlackRock  executives  insist  their 
models  are  designed  to  validate  ideas  that 
have  been  arrived  at  independently  by  cli¬ 
ents  rather  than  to  generate  them.  That 
said,  the  company’s  marketing  materials 
talk  of  Aladdin’s  services  as  a  way  to  “see 
opportunities”  in  markets. 

Mr  Fink  concedes  the  theoretical  pos¬ 
sibility  of  a  herd  mentality  taking  hold 
among  users  of  Aladdin,  but  he  is  adamant 
that  no  such  thing  is  happening  in  practice. 
“People  can  use  our  methodology  or  not,” 
he  says.  “Our  models  teach  you  the  kerbs 
of  the  road,  they  don’t  tell  you  the  speed 
you  should  be  travelling,  or  where  the 
curves  are  in  the  road.”  Most  of  what  Alad¬ 
din  does  could  be  replicated  in  other  sys¬ 
tems  like  Bloomberg,  he  points  out; 
Charles  River,  a  consultancy,  also  provides 
very  widely  used  analytic  tools. 

Half  a  dozen  Aladdin  users  polled  by 
The  Economist,  speaking  on  condition  of 
anonymity,  seemed  to  confirm  this.  They 
all  said  that  they  use  BlackRock  to  supple¬ 
ment  their  own  risk  analysis,  not  as  a  sub¬ 
stitute.  “BlackRock’s  analysis  is  one  ele¬ 
ment  our  staff  look  at  when  we  make 
investment  decisions,  but  that  doesn’t  nec¬ 
essarily  mean  they  guide  us  one  way  or  an¬ 
other,”  says  a  boss  at  a  rival  asset-manage¬ 
ment  firm.  Other  factors  are  more  likely  to 
lead  to  groupthink  in  financial  markets,  he 
says.  “My  [staff]  read  The  Economist,  and 
the  people  they  trade  with  read  it  too.  That 
doesn’t  make  me  nervous.” 

BlackRock’s  diverse  product  range  is 
good  for  its  shareholders  (who  have  seen 
their  shares  rise  over  40%  so  far  this  year), 
and  its  etfs  have  saved  investors  billions 
of  dollars  in  fees.  The  company  is  widely 
expected  to  keep  growing,  though  it  may 
face  some  difficulties.  The  performance  of 
its  actively  managed  funds,  while  broadly 
good,  is  patchier  than  its  supposed  infor¬ 
mational  advantage  might  suggest,  and  the 
larger  this  part  of  the  business  gets,  the 
harder  it  becomes  to  beat  the  market.  The 
etfs,  for  their  part,  will  look  less  alluring  in 
equity  markets  less  bullish  than  those  of 
the  past  few  years. 

And  BlackRock’s  perpetually  “neuro¬ 
tic”  outlook  still  looks  like  something  that 
would  have  served  the  world  well  in  2008, 
had  it  been  wider  spread.  But  one  lesson  of 
that  crisis  was  that  investors  needed  to  do 
their  own  legwork.  If  models  are  always 
wrong,  as  BlackRock  posits,  it  should  per¬ 
haps  be  a  little  worried  that  so  many  peo¬ 
ple  are  using  the  ones  it  offers.  Maybe  it  is  a 
source  of  correlation  Aladdin  could  be 
asked  to  look  out  for.  ■ 
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Public  finances 

Those  pension  blues 


CHICAGO 

Where  Detroit  has  gone,  will  others  follow? 


SINCE  July,  Judge  Steven  Rhodes  has 
been  considering  whether  the  city  of 
Detroit  is  eligible  for  protection  from  its 
creditors.  On  December  3rd  he  decided 
that  it  was.  This  clears  the  path  for  the  larg¬ 
est  municipal  bankruptcy  in  American 
history.  The  city  is  carrying  more  than  $18 
billion  in  debt,  and  the  judge  remarked 
that  he  thought  it  should  have  filed  for 
bankruptcy  years  ago. 

The  judgment  is  good  news  for  Detroit, 
which  can  now  plan  an  orderly  escape 
from  much  of  its  debt.  It  is  a  blow,  though, 
for  the  city’s  more  than  100,000  creditors, 
including  pension  funds  and  the  retired. 
Labour  unions  had  argued  against  bank¬ 
ruptcy,  contending  that  the  pensions  of 
state  employees  were  protected  by  the  Illi¬ 
nois  constitution.  But  Judge  Rhodes  ruled 
that  federal  bankruptcy  law  essentially 
treated  pensions  as  contracts,  and  allowed 
those  contracts  to  be  broken.  By  the  end  of 
this  year  the  city’s  emergency  manager,  Ke- 
vyn  Orr,  is  expected  to  produce  a  plan  to 
sort  it  all  out. 

The  judge’s  ruling  will  reverberate  far 
beyond  the  Midwest.  CalPERS,  the  Califor¬ 
nian  giant  that  administers  thousands  of 
public  pension  plans,  will  find  it  harder  to 
argue  that  bankrupt  cities  must  meet  their 
pension  payments  in  full  and  on  time.  This 
strengthens  the  hand  of  San  Bernardino, 
which  went  bust  last  year  and  owes  Cal- 
pers  about  $i4m.  It  will  also  change  the 
dynamic  in  other  struggling  cities.  CalPERS 
says  that  the  Detroit  decision  has  no  impli¬ 


cations  for  California;  many  experts  dis¬ 
agree.  The  Supreme  Court  may  have  the  fi¬ 
nal  say. 

The  broader  implications  for  America’s 
$3.7  trillion  municipal-bond  market,  which 
has  seen  nine  straight  months  of  outflows, 
remain  unclear.  Some  worried  that,  given 
Detroit’s  friendliness  to  organised  labour, 
Judge  Rhodes  would  rule  in  favour  of  pen¬ 
sion-holders,  which  he  did  not;  he  held 
that  neither  bondholders  nor  pension- 
holders  can  expect  to  escape  pain-free. 
Bart  Mosley,  co-president  of  Trident  Mu¬ 
nicipal  Research,  said  the  ruling  was 
broadly  in  line  with  market  expectations. 
Its  long-term  results  may  even  be  positive: 
Detroit’s  problems,  says  Mr  Mosley,  “raised 
everyone’s  awareness  that  it  is  important 
to  deal  with  these  issues  sooner  rather 
than  later.”  The  question  Judge  Rhodes  did 
not  address  was  whether  general-obliga¬ 
tion  bonds  are  unsecured  debt.  However, 
Moody’s  concludes  that  risks  to  bondhold¬ 
ers  are  implicit  in  the  ruling,  laying  the 
foundation  for  a  haircut  all  round. 

Many  worry  that  Chicago  is  slipping 
down  the  same  path  to  insolvency.  The 
Windy  City  also  has  a  structural  deficit,  un¬ 
manageable  pension  obligations  and  poor 
credit-worthiness.  It  lost  200,000  people 
in  the  decade  leading  up  to  the  2010  cen¬ 
sus.  In  November  it  was  downgraded  three 
notches  by  Fitch  Ratings,  mostly  because 
Illinois  lawmakers  could  not  make  the 
time  to  deal  with  the  city’s  debt  burden. 

Chicago  also  has  more  general-obliga¬ 


tion  debt  per  head  than  any  of  the  ten  larg¬ 
est  cities  except  New  York,  and  its  pension 
funds  have  a  shortfall  of  at  least  $20  bil¬ 
lion.  In  2014  it  will  face  a  pension  payment 
“cliff”  when  it  must  pay  $6oom  to  the  pen¬ 
sion  funds  of  the  police  and  firemen.  This 
is  about  one-fifth  of  its  day-to-day  operat¬ 
ing  budget. 

There  is  little  the  city  can  do  about  its 
pensions  problems  alone,  as  its  obligations 
to  pensioners  are  determined  by  legisla¬ 
tors  in  Springfield.  Lawmakers  there  have 
been  preoccupied  with  their  own  state 
pension  crisis.  Illinois  has  the  worst-fund¬ 
ed  retirement  system  in  the  country  and 
the  lowest  credit  rating,  and  uses  more 
than  20%  of  its  operating  revenue  to  pay 
pensions. 

After  years  of  reports,  mandates  and 
commissions,  legislators  published  a  draft 
reform  bill  on  December  2nd.  It  was  ap¬ 
proved  by  the  General  Assembly  the  next 
day.  This  alacrity  is  a  well-worn  local  tactic 
to  catch  the  opposition  on  the  hop.  Al¬ 
though  the  bill  will  save  $160  billion  over 
30  years,  the  unfunded  liability  of  $100  bil¬ 
lion  is  reduced  by  only  20%. 

Most  of  the  savings  come  from  reduc¬ 
ing  cost-of-living  adjustments  to  pensions. 
The  retirement  age  will  also  rise,  though 
hardly  painfully;  teachers  in  their  20s  will 
have  to  wait  until  60  to  retire.  Laurence 
Msall,  president  of  the  Civic  Federation,  an 
independent  budget  watchdog,  says  the 
bill  will  begin  to  stabilise  the  system. 
Voices  on  the  right  are  more  critical— 
among  them  Bruce  Rauner,  a  wealthy  busi¬ 
nessman  who  is  running  for  governor  in 
2014,  and  the  Illinois  Policy  Institute.  The 
deal,  some  warn,  will  put  up  taxes.  But 
many  business  groups  supported  it,  proba¬ 
bly  because  it  was  the  best  they  could  hope 
for  in  Democrat-run  Illinois. 

The  unions  are  furious  about  the 
changes,  even  though  employee  contribu¬ 
tions  will  decline  and  most  pensioners  ►► 
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United  States  of  Amoeba 

Everyone  knows  that  American  politics  has 
become  more  polarised  overthe  past 
quarter-century.  Now  the  effect  can  be 
shown  visually— with  troves  of  data, 
statistics  and  "force-directed  graphing",  a 
technique  to  depict  positions  based  on 
attraction-and-repulsion  models  adapted 
from  physics. 

The  network  maps  shown  here  look  at 
the  degree  to  which  senators  vote  the 
same  way.  Each  node  is  a  senator.  Links 
representinstances  when  senators  have 
voted  similarly  on  substantive  legislation 
on  at  least  100  occasions  during  the  same 
congressional  session.  Their  placementis 
determined  algorithmically,  based  on 
their  co-operation  with  other  legis¬ 
lators— which  has  the  effect  of  pushing 
more  bipartisan  ones  to  the  centre. 

About  25  years  ago,  American 
policymaking  looked  like  a  tightly-bound 
ball  with  lots  of  meshing  in  the  middle,  as 
senators  regularly  crossed  the  aisle  to  get 
things  done.  Over  time  the  two  sides  have 
splitapart,  like  an  amoeba  dividing, 
separating  into  distinct  spheres  that  share 
little  common  voting.  When  the  chart  was 
produced  in  late  November  by  Renzo 
Lucioni,  a  computer-science  under¬ 
graduate  at  Harvard  University,  it  went 
viralin  the  blogosphere.  Though 
America's  political  polarisation  has 
become  a  fact  of  life,  it  has  never  been 
seen  so  graphically:  as  a  diseased  brain, 
with  few  neural  pathways  between  the  two 
hemispheres. 

Videographic:  See  an  animated  version  of  this  chart 

at  Economist.com/atnoeba 


Senators  casting  the  same  votes 


101st  Congress,  1989  session 


107th  Congress,  2002  session 


Sources:  GovTrack.us,  Renzo  Lucioni  ■  Independent 


►  will  still  retire  on  75%  of  final  salary-re- 
markably  generous  by  international  stan¬ 
dards.  Unions  argue  that-as  in  Michigan- 
the  state  constitution  guarantees  their  pen¬ 
sions.  But  as  Detroit  showed,  pensions  are 
not  as  untouchable  as  everyone  thought. 
The  final  decision  will  rest  with  the  elected 
judges  of  the  Illinois  Supreme  Court. 

As  legislators  were  congratulating 
themselves,  Mayor  Rahm  Emanuel  of  Chi¬ 
cago  warned  that  the  pension  crisis  in  his 
city  would  not  be  solved  until  legislation 
was  passed  in  Springfield  to  relieve  it.  Ar¬ 
lene  Bohner,  an  analyst  at  Fitch,  says  that 
until  recently  Chicago  could  have  coped 
with  its  debt  pretty  efficiently.  Now,  even  if 
relief  arrives  soon,  the  situation  will  be 
“fairly  painful”  and  involve  hard  decisions 
about  raising  revenues  or  cutting  costs.  As 
Ms  Bohner  points  out,  there  is  an  eco¬ 
nomic  vibrancy  in  Chicago,  and  a  diversity 
in  its  economy,  which  makes  it  better 
placed  than  Detroit  to  weather  the  storm. 
But  not  to  avoid  it.  ■ 


San  Francisco 

Growing  pains 


SAN  FRANCISCO 

California’s  new  technological 
heartland  is  struggling  with  its  success 

GLANCING  at  his  phone  a  few  years 
ago,  Marty  Castleberg  noticed  that  he 
had  dialled  911  more  than  almost  any  other 
number.  Little  wonder;  he  lived  in  San 
Francisco’s  crime-ridden  mid-Market  area. 
His  apartment  block,  a  former  office  com¬ 
plex,  had  accepted  tenants  since  the  tech 
boom  of  the  late  1990s.  It  did  not  meet  the 
city’s  strict  residential  codes  (not  enough 
windows),  but  Mr  Castleberg  could  live  in 
the  city  centre  for  a  pittance. 

He  was  a  pioneer  of  sorts.  In  2011,  with 
Twitter  threatening  to  decamp  to  Silicon 
Valley,  Edwin  Lee,  San  Francisco’s  mayor, 
pushed  through  a  payroll-tax  holiday  for 
companies  in  mid-Market.  Twitter  and  16 
others  moved  in,  bringing  thousands  of 
jobs.  Boarded-up  shopfronts  and  vacant 
lots  made  way  for  the  likes  of  Zendesk,  a 
customer-service  software  firm  with  350 
staff  toiling  away  inside  bright,  airy  offices. 
Mikkel  Svane,  Zendesk’s  hirsute  boss,  talks 
glowingly  of  his  partnership  with  the  city. 

But  Mr  Castleberg  has  moved  out.  In 
September  he  and  60  of  his  fellow  resi¬ 
dents  were  served  with  eviction  notices, 
because  (they  say)  the  landlord  wants  to  re¬ 
place  them  with  more  lucrative  commer¬ 
cial  tenants.  Similar  stories  are  playing  out 
across  the  city,  thanks  to  a  shift  in  the  Bay 
Area’s  economic  geography.  The  techno¬ 
logical  heart  of  California  has  traditionally 
been  Silicon  Valley,  the  cluster  of  towns  to 


San  Francisco’s  south-east.  But  while  thou¬ 
sands  of  San  Franciscans  commute  to  jobs 
in  Palo  Alto  and  Mountain  View,  many  of 
them  on  private  so-called  “Google  buses”, 
a  growing  number  stay  in  the  city.  Employ¬ 
ment  in  San  Francisco’s  technology  sector 
has  risen  by  25%  in  the  last  two  years,  and 

I  Anatomy  of  a  boom 

S&P/Case-Shiller  house  Income  per 

price  indices,  Jan  1995=100  person,  I  '000 
■“  San  Francisco  San  Francisco  County 
National  National 
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Sources:  Standard  &  Poor's;  Bureau  of  Economic  Analysis 

Interactive:  Compare  US  cities'  house  prices  and 
rents  over  time  at  Economist.com/ushouseprices 


now  accounts  for  8%  of  city  jobs. 

Unemployment  in  San  Francisco  is 
now  an  enviable  5.3%.  But  the  flip  side  of 
this  success  is  a  crisis  of  affordability.  The 
median  rent  for  a  two-bedroom  apartment 
is  now  $3,250,  the  highest  in  the  country; 
the  median  house  sells  for  $850,000.  That 
is  a  lot,  even  for  the  city’s  high  earners  (see 
chart).  The  National  Association  of  Home¬ 
builders,  which  compares  prices  to  earn¬ 
ings,  ranks  San  Francisco’s  housing  the 
most  unaffordable  in  America. 

Add  in  a  mercilessly  complex  system  of 
tenant  protections,  and  you  get  a  combus¬ 
tible  mix.  Almost  two-thirds  of  San  Fran¬ 
ciscans  rent,  and  most  of  their  properties 
are  subject  to  rent-control  laws  that  limit 
annual  rises  to  60%  of  the  local  inflation 
rate  under  a  continuous  tenancy.  That  is 
good  news  for  longtime  residents  paying 
tiny  rents  to  live  in  very  nice  places;  less  so 
for  newcomers,  who  must  contend  with 
market  rates.  But  it  also  creates  incentives 
for  landlords  to  get  rid  of  tenants,  or  for 
speculators  to  buy  apartment  buildings  to 
do  the  same.  Evictions  are  multiplying. 
“I’ve  never  seen  the  anxiety  level  around  ►► 
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►  housing  this  high,”  says  Scott  Wiener,  one 
of  San  Francisco’s  board  of  supervisors. 

Many  middle-income  households 
leave,  often  moving  across  the  Bay  Bridge 
to  Oakland,  inflating  prices  there.  (One 
East  Bay  estate  agent  recently  described 
the  housing  market  as  “out  of  control  in  a 
really  good  way.”)  This  contributes  to  a  hol- 
lowing-out  of  San  Francisco:  the  fastest- 
growing  income  bands  are  the  poor,  a  dis¬ 
proportionate  number  of  whom  are  black 
and  Latino,  and  the  rich.  The  city  is  greying, 
too;  a  quarter  of  the  population  is  over  55. 
Some  areas  are  virtually  childless. 

If  you  build  it,  they  will  come 

Plenty  of  American  cities  are  agonising 
about  gentrification.  Gavin  Newsom, 
mayor  between  2004  and  2011,  says  he 
cannot  recall  a  year  when  San  Francisco 
was  not  having  this  debate.  But  tensions 
have  grown  uncomfortably  high  in  recent 
months.  Another  former  mayor  wrote  of 
“a  war  brewing  on  the  streets”.  Hundreds 
protested  outside  Twitter’s  office  on  the 
day  of  its  flotation  last  month.  The  eviction 
of  an  elderly  Chinese  couple  with  a  dis¬ 
abled  daughter  spurred  Mr  Lee  to  call  on 
state  legislators  to  grant  San  Francisco 
powers  to  make  evictions  more  difficult. 

But  even  more  tweaks  to  housing  law 
will  not  fix  San  Francisco’s  problems.  In¬ 
deed,  after  decades  of  failed  housing  poli¬ 
cy  there  is  probably  no  solution,  at  least  in 
the  short  term.  Thanks  to  restrictive  zoning 
laws,  a  Byzantine  permit  process  and  a 
pathological  culture  of  NiMBYism,  San 
Francisco  has  dismally  failed  to  meet  de¬ 
mand  for  housing.  John  Rahaim,  the  city’s 
planning  director,  says  his  department  re¬ 
views  about  2,000  projects  a  year;  New 
York,  with  ten  times  the  population,  han¬ 
dles  500.  After  the  first  filing  it  takes  almost 
four  years  for  the  average  residential  pro¬ 
ject  in  San  Francisco  to  be  completed. 

Homebuilding  is  speeding  up,  as  a 
glance  at  the  skyline  shows;  more  than 
6,000  units  are  under  construction  and 
tens  of  thousands  more  are  planned.  Yet 
the  shortfall  is  such  that  even  this  (highly 
controversial)  building  bump  may  not  se¬ 
riously  dent  prices.  Gabriel  Metcalf  of 
spur,  an  urban-policy  think-tank,  thinks 
the  city  needs  to  build  5,000  units  a  year 
for  a  good  while.  (Other  Bay  Area  cities,  he 
adds,  such  as  Palo  Alto,  must  also  step  up.) 

In  the  meantime  San  Francisco  has  cul¬ 
tural  wars  to  wage  along  the  economic 
ones.  Some  old-timers  fear  the  influx  of 
hoodie-sporting  geeks  means  a  loss  of  no¬ 
blesse  oblige ;  the  only  civic  events  you  see 
techies  at  are  those  organised  by  tech  firms, 
grumbles  one.  Others  say  that  this  lot  are 
far  more  engaged  in  the  life  of  the  city  than 
the  ipo-crazed  bunch  of  the  late  1990s.  Civ¬ 
ic  initiatives  that  connect  it  workers  with 
city  government  are  showing  signs  of  life. 

Most  locals  insist  that  these  newcomers 
are  just  as  welcome  as  their  many  prede¬ 


cessors  over  the  decades.  Yet  too  often  this 
professed  embrace  of  change  conceals  a 
fearful  conservatism.  San  Franciscans  may 
hold  out  their  arms  to  the  world,  but  many 
do  so  standing  athwart  their  single-family 
homes  and  yelling  “Stop!” 

Most  cities  would  love  San  Francisco’s 
problems.  Last  year  it  grew  quicker  than 
any  comparable  area  in  the  United  States, 
and  not  only  because  of  technology:  every 
employment  sector  outpaced  the  national 
average.  This  boom  appears  to  have  sub¬ 
stance.  “We  need  to  keep  a  careful  eye  on 
things,”  says  Ted  Egan,  the  city’s  chief 
economist.  “But  there  are  plenty  of  compa¬ 
nies  here  that  could  survive  a  crash.” 

The  more  sustainable  the  growth, 
though,  the  more  substantial  the  chal¬ 
lenges.  House-price  rises  may  be  slowing, 
a  bit,  but  the  music  plays  on:  Emerging 
Trends  in  Real  Estate,  an  industry  guide,  re¬ 
cently  declared  San  Francisco  its  top  mar¬ 
ket  for  2014.  Unlike  an  adolescent,  San 
Francisco  will  not  grow  out  of  its  pains  for 
sometime.  ■ 


America  and  China 

Choose  me!  No, 
me! 

NEWYORK 

Mayors  go  east  to  set  out  the  store 

THOMASVILLE,  Alabama  seems  as  far 
away  from  China  as  you  can  get.  Fewer 
than  5,000  souls  live  there,  and  it  sits  more 
than  60  miles  from  the  closest  interstate 
highway.  This  October,  though,  its  mayor 
was  spotted  sitting  in  a  pipe-factory  can¬ 
teen  in  Dalian,  a  city  in  north  China,  eating 
lunch  with  the  factory’s  owners.  Sheldon 
Day  was  there  to  drum  up  investment.  Two 
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years  ago  he  convinced  another  Chinese 
company,  which  makes  copper  tubes,  to 
build  its  first  American  factory  in  the  coun¬ 
ty  next  door.  The  plant  will  create  around 
300  jobs  when  it  opens  next  year.  Mr  Day 
wants  more. 

He  plays  up  his  town’s  smallness.  “If 
you  want  attention  to  your  company, 
some  real  bang  for  your  buck,  Thomasville 
is  on  your  side,”  he  declares.  If  an  investor 
were  to  set  up  in  town,  he  could  walk  into 
the  local  grocery  and  a  granny  would  give 
him  a  pat  on  the  back.  “The  community 
has  been  very  supportive-they’ve  accept¬ 
ed  our  Chinese  friends  with  open  arms.” 

Mayors  like  him  are  streaming  into  Chi¬ 
na  to  tell  potential  investors  how  welcome 
they  would  be.  In  2007,  on  average,  an 
American  mayor  touched  down  every 
two  months.  By  2013,  it  was  one  every  ten 
days.  In  October  that  average  rose  to  one 
every  three  days  as  mayors  from  Kokomo, 
Indiana  to  Portland,  Oregon  flew  in  to  sell 
their  cities. 

Attention  began  to  focus  on  China 
when  America’s  economy  slumped  in 
2008.  As  gross  fixed  capital  formation  con¬ 
tracted,  plummeting  by  15%  in  2009,  in¬ 
bound  Chinese  investment  began  to  surge. 
According  to  the  Bureau  of  Economic  Anal¬ 
ysis,  Chinese  direct  investment  into  Amer¬ 
ica  rose  by  an  average  71%  a  year  between 
2008  and  2012. 

City  efforts  are  often  backed  by  state  in¬ 
centives,  such  as  tax  credits  or  worker¬ 
training  programmes  for  firms  opening  a 
factory.  Support  at  national  level  strength¬ 
ened  recently,  too.  In  20nBarack  Obama  is¬ 
sued  an  executive  order  to  establish  Select 
usa,  the  first  co-ordinated  federal  effort  to 
promote  foreign  direct  investment  into  the 
United  States. 

The  battle  for  Chinese  attention  is. 
fierce.  Aaron  Brickman,  SelectusA’s  depu¬ 
ty  director,  explains  that  American  cities 
are  competing  for  projects  not  only  against 
each  other,  but  against  cities  in  Canada, 
Australia  and  Europe.  Other  mayors  are 
also  racking  up  air  miles-Boris  Johnson, 
the  mop-haired  mayor  of  London,  recently 
charmed  locals  in  Beijing  by  riding  a  bicy¬ 
cle  and  cracking  Harry  Potter  jokes. 

Among  American  mayors,  ambitions 
vary.  Some  are  just  starting  to  dip  their  toes 
in  the  water.  Jill  Swain,  the  mayor  of  Hunt¬ 
ersville,  North  Carolina,  made  her  first  trip 
in  May  after  she  saw  what  these  efforts 
had  done  for  Alabama  towns.  Others  have 
grander  visions.  San  Francisco,  which  has 
attracted  30  Chinese  firms  since  2008, 
wants  a  critical  mass  of  them  to  make  the 
city  the  first  choice  for  Chinese  companies 
setting  up  American  offices.  In  2011  Chica¬ 
go’s  then-mayor,  Richard  M.  Daley,  an¬ 
nounced  that  he  wanted  to  make  his  city 
the  most  “China-friendly”  in  America.  Carl 
Brewer  wants  his  city,  Wichita  in  Kansas 
(where  Cessna  is  based),  to  help  supply 
parts  for  China’s  general-aviation  industry. 
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►  Wichita  set  up  a  Beijing  office  in  October, 
and  plans  another  in  Xian.  Reciprocal  dele¬ 
gations  have  been  lined  up  for  next  year. 

There  are  political  risks  in  these  efforts. 
Some  mayors  have  come  under  fire  for 
spending  too  much  on  travel.  Voter-disap¬ 
proval  deters  others.  The  mayor  of  Farmer 
City,  Illinois,  cancelled  his  plans  after  resi¬ 
dents  expressed  anger  at  the  idea  of  using 
city  money  to  woo  foreign  businesses. 
Chad  Auer,  a  mayor  in  a  right-wing  bit  of 
Colorado,  had  to  take  to  YouTUbe  to  ex¬ 
plain  that  when  Richard  Nixon  went  to 


SOON  after  Christy  Respress  started 
working  with  the  homeless  on  the 
streets  of  Washington,  dc,  she  became 
frustrated.  “They  were  stuck  on  the  street,” 
she  says,  because  in  order  to  get  housing 
her  clients  first  had  to  bring  their  serious 
mental  illnesses  and  addictions  under  con¬ 
trol.  It  was  a  tall  order. 

That  was  in  1997-  Ms  Respress  is  less 
frustrated  these  days.  She  heads  Pathways 
to  Housing  dc,  a  non-profit  organisation 
that  helps  homeless  people  get  an  apart¬ 
ment  first  and  then  adds  “wrap-around” 
help  with  treatment,  food  stamps,  and 
managing  personal  finances.  This  model, 
known  as  permanent  supportive  housing, 
is  one  of  the  efforts  that  has  kept  homeless¬ 
ness  in  America  at  bay  through  six  years  of 
economic  woes. 

There  are  23%  fewer  vagrants  on  Ameri- 


China  in  1972,  it  turned  out  to  be  worth  his 
while. 

For  that  reason,  mayors  often  tend  to  lag 
a  little  behind  business  sentiment  in  their 
state.  One  business  delegation  from  Ala¬ 
bama,  that  was  visiting  China  recently  said 
they  would  welcome  investment  in  the 
state  by  Huawei,  the  Chinese  mobile- 
phone-equipment-  maker  that  is  constant¬ 
ly  being  accused  by  officials  in  Washing¬ 
ton,  dc  of  cyberspying.  Even  in  his  enthu¬ 
siasm,  Mayor  Day  of  Thomasville  would 
not  go  as  far  as  that.  ■ 


ca’s  streets  than  in  2007,  according  to  fig¬ 
ures  recently  released  by  the  housing  de¬ 
partment.  About  a  third  of  the  610,000 
homeless  found  in  this  year’s  count  were 
sleeping  rough.  The  rest  were  in  shelters, 
where  numbers  have  remained  stable. 

Government  policy  has  done  much  to 
help.  A  bill  passed  in  2009,  as  the  recession 
unfolded,  helped  more  than  13m  who 
were  on  the  brink  of  homelessness  to  keep 
their  homes  (paying  rent  arrears  and  utility 
bills  for  them)  or  to  quickly  find  new  ones. 
A  $1.5  billion  stimulus  pot  paid  for  this  over 
three  years,  boosting  by  a  quarter  the 
housing  department’s  budget  for  the 
homeless.  That  saved  money,  says  Nan  Ro¬ 
man  of  the  National  Alliance  to  End 
Homelessness,  because  helping  those  in 
short-term  financial  straits  to  stay  in  their 
homes  is  cheaper  than  keeping  them  in 


shelters  until  they  can  rent  again. 

About  300,000  are  now  housed 
through  programmes  like  Pathways-a  50% 
increase  since  2007.  Most  of  them  need  in¬ 
tensive  care,  from  help  getting  identity  doc¬ 
uments  (“A  lot  of  detective  work,”  says  Ms 
Respress)  to  daily  visits  from  social  work¬ 
ers.  But  they  cost  taxpayers  more  when 
they  are  homeless— in  emergency-room 
visits,  detox  treatment  and  stints  in  jail.  In 
2008  homeless  ex-servicemen  (one  in  ten 
vagrants)  got  an  earmarked  pot  that  now 
pays  for  housing  43,000  of  them.  And  gov¬ 
ernment  agencies  that  help  them  are  now 
better  at  working  together.  (Eric  Shinseki, 
the  71-year-old  secretary  for  veterans’  af¬ 
fairs,  and  Shaun  Donovan,  his  47-year  old 
colleague  at  the  housing  department,  both 
hit  the  cold  streets  of  Washington  with  180 
other  volunteers  to  do  the  annual  home¬ 
less  count  last  January.)  Homelessness 
among  ex-servicemen  has  fallen  by  a  quar¬ 
ter  since  2009. 

Now  there  are  fears  that  the  tide  may 
turn.  Although  employment  is  recovering, 
the  number  of  people  at  risk  of  becoming 
homeless  is  staggering.  In  2011 8.5m  house¬ 
holds  were  spending  over  half  their  in¬ 
come  on  rent  and  earning  less  than  half  of 
their  area’s  median  wage.  Since  then,  rents 
have  gone  up.  But  incomes  have  not,  and 
the  poverty  rate  is  unchanged. 

Poor  households  are  one  small  finan¬ 
cial  crisis  away  from  losing  their  homes.  A 
common  story  in  the  shelters  is  that  of  the 
single  mother  who  gets  behind  on  the  rent 
because  her  child  falls  ill  and  she  has  no 
savings  to  dip  into  for  treatment  and  time 
off  work.  Relatives  or  friends  usually  take 
in— for  a  time— those  who  lose  their  homes. 
The  number  of  such  shared  households  is 
up  from  last  year,  according  to  the  Census 
Bureau.  But  that  is  a  worry,  because  three 
in  ten  people  showing  up  at  shelters  come 
from  other  people’s  homes. 

The  safety  net,  too,  now  has  big  holes. 
The  stimulus  funding  has  expired.  And  the 
sequester-a  sweeping  federal  budget  cut 
that  kicked  off  in  March-is  starting  to  hurt 
the  programmes  that  tackle  homelessness. 
A  day  after  sharing  the  good  news  from  the 
homeless  count,  the  housing  department 
announced  budget  cuts  which,  it  reckons, 
would  remove  more  than  100,000  people 
from  shelters  and  homes  such  as  those 
supported  by  Pathways. 

Affordable-housing  programmes  are 
also  closing  waiting  lists  and  rescinding 
rent  subsidies.  These  subsidies,  coupled 
with  other  mainstream  benefits  for  the 
poor  such  as  food  stamps  and  Medicaid 
(government-paid  health  insurance),  are 
the  exit  from  homelessness  for  most  who 
fall  into  it,  says  Ms  Roman.  That  exit  seems 
to  be  closing.  ■ 


Correction  Our  piece  Last  week  on  hunting  with  drones 
claimed  that  they  fly  at  4,000  feet.  It's  pretty  hard  to 
spot  porkers  from  that  height,  unless  the  pigs  can  fly, 
too.  The  figure  should  have  been  400  feet.  Apologies. 


Homelessness 

Tales  from  the  streets 


WASHINGTON, DC 

Homelessness  has  fallen.  But  will  it  stay  low? 
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Southern  history 

Not  even  past 


ATLANTA 

A  battle  over  bronze  and  over  memory 

FOR  more  than  8o  years,  a  bronze  statue 
of  a  stern-faced  man  in  a  frock-coat,  one 
clenched  fist  at  his  side  and  one  held  over 
his  head  as  though  he  were  in  mid-decla¬ 
mation,  stood  before  the  front  entrance  to 
Georgia’s  capitol  building.  The  statue  is  of 
Tom  Watson,  a  fiery  populist  who  in  the 
late  19th  and  early  20th  centuries  served  in 
Georgia’s  legislature  and  both  houses  of 
Congress.  He  was  also  a  publisher,  essayist 
and  vice-presidential  candidate. 

At  first,  Watson  was  a  progressive  agrar¬ 
ian  populist,  winning  the  support  of  rural 
blacks  and  whites  alike.  He  came  to  aban¬ 
don  those  ideals,  writing  vicious  diatribes 
in  his  magazine  against  blacks  (“an  inferior 
being. ..not  any  more  our  brother  than  the 
apes  are”),  Jews  (“thick-lipped  rakes  [who] 
glut  their  eyes  upon  handsome  Gentile 
women”)  and  Catholics  (he  referred  to  the 
Pope  as  “a  fat  old  Dago”).  He  whipped  up 
sentiment  against  Leo  Frank,  a  Jewish  fac¬ 
tory  worker  lynched  in  1913  after  having 
been  convicted,  on  flimsy  evidence,  of  kill¬ 
ing  a  13-year-old  Christian  girl. 

On  November  29th,  the  day  after 
Thanksgiving,  when  Georgia’s  govern¬ 
ment  offices  were  closed  and  traffic  was 
light,  workers  wrapped  Watson’s  statue  in 
plastic  and  moved  it,  plinth  and  all,  from 
the  capitol  grounds  to  a  park  across  the 
road.  There  it  will  stay.  Nathan  Deal,  the  go¬ 
vernor,  signed  an  order  authorising  the 
statue’s  removal  in  October;  he  said  it  was 
to  allow  the  renovation  of  the  Capitol’s  di¬ 
lapidated  front  steps,  and  that  moving  the 
statue  back  would  be  much  too  expensive. 

Not  everyone  believes  him.  Michael 
Hill,  who  heads  the  League  of  the  South,  a 
secessionist  organisation,  condemned  Mr 
Deal  for  “caving  in  to  political  correctness”. 
Tommy  Benton,  also  a  state  representative, 
introduced  a  bill  that  strongly  hinders  gov¬ 
ernment  officials  from  moving  or  hiding 
any  historical  monument  or  statue.  He 
worries  that  “if  you  start  taking  down  ev¬ 
ery  monument  because  you  find  one  or 
two  things  you  don’t  particularly  like 
about  that  person,  there  won’t  be  any 
monuments  left.”  But  Tyrone  Brooks,  the 
president  of  the  Georgia  Association  of 
Black  Elected  Officials  and  a  17-term  mem¬ 
ber  of  the  Georgia  House  of  Representa¬ 
tives,  praised  Mr  Deal  for  deciding  to 
“move  some  of  these  old  racist  artefacts” 
from  “the  people’s  house”. 

Similar  battles  over  symbols  have  oc¬ 
curred  across  the  South.  They  can  be  cost¬ 
ly:  many  believe  that  Georgia’s  last  Demo¬ 


cratic  governor,  Roy  Barnes,  lost  his  bid  for 
re-election  in  2002  largely  because  he 
championed  the  removal  of  the  Confeder¬ 
ate  Stars  and  Bars  from  the  state  flag. 

Bill  Haslam,  Tennessee’s  governor, 
signed  into  law  a  measure  similar  to  the 
one  Mr  Benton  proposed  earlier  this  year, 
except  that  it  also  forbids  the  renaming  of 
parks  named  after  any  “historical  military 
figure”.  The  bill  was  introduced  as  the  city 
of  Memphis,  which  has  a  black  majority, 
was  debating  renaming  three  city  parks: 
Confederate  Park;  Jefferson  Davis  Park, 
named  after  the  president  of  the  Confeder¬ 
acy;  and  Nathan  Bedford  Forrest  Park, 
named  after  a  Confederate  general  and 
brilliant  military  strategist  who  made  his 
fortune  in  slaves.  Forrest  was  accused  of 
massacring  black  Union  troops  after  they 
had  surrendered,  and  later  was  an  early 
member  of  the  Ku  Klux  Klan.  Memphis  got 
its  changes  in  under  the  wire;  today  the 
parks  are  called  Memphis  Park,  Mississippi 
River  Park  and  Health  Sciences  Park. 

In  Selma,  Alabama  a  bust  of  Forrest 
was  stolen  in  2012;  it  has  never  been  recov¬ 
ered.  Schools  named  after  Forrest  used  to 


Moving  Tom  Watson 


dot  the  South;  today  few  remain,  and  one 
(in  Jacksonville,  Florida)  is  in  the  process  of 
changing  its  name.  In  Tulsa,  Oklahoma, 
Brady  Street  commemorates  Wyatt  Tate 
Brady,  one  of  Tulsa’s  founders  and  a  Klans- 
man;  earlier  this  year  Tulsa’s  city  council 
voted  to  keep  the  street’s  name  but 
changed  its  namesake  to  Mathew  Brady,  a 
renowned  civil-war  photographer. 

Some,  such  as  Mr  Hill,  see  in  these 
changes  “a  campaign  against  southerners, 
a  campaign  against  whites... [and]  an  at¬ 
tempt  to  culturally  cleanse  the  South  of 
any  old,  white,  conservative,  Confederate 
influence.”  Such  concern  seems  twinned 
with  deeper  anxiety  over  changes  coming 
to  the  region,  which  has  long  been  rural 
and  relatively  homogeneous.  Of  the  ten 
American  states  whose  Hispanic  popula¬ 
tion  grew  fastest  between  2000  and  2011, 
eight  are  in  the  south-nine  if  you  include 
Maryland.  Among  the  top  ten  states  with 
the  fastest-growing  foreign-born  popula¬ 
tion  between  2000  and  2011,  six  are  south¬ 
ern,  with  Tennessee  leading  the  country. 
Mr  Hill’s  group  has  staged  street  demon¬ 
strations  against  what  they  call  “southern 
demographic  displacement”  (and  others 
call  “immigration”)  around  the  region. 

To  others  these  changes  are  long  over¬ 
due.  Lee  Harris,  a  Memphis  city  council¬ 
man  who  supported  changing  the  parks’ 
names,  distinguishes  recognising  Confed¬ 
erate  history  from  celebrating  it.  He  notes 
that  the  parks  were  named  decades  after 
the  American  civil  war— Jefferson  Davis 
Park  did  not  get  its  statue  of  the  former 
president  until  1964. 

Similarly,  Georgia’s  flag  incorporated 
the  Stars  and  Bars  ini956-the  same  decade 
in  which  Jacksonville  named  a  high  school 
after  Forrest  and  Montgomery,  Alabama 
added  the  phrase  “Cradle  of  the  Confeder-. 
acy”  to  its  city  seal.  That  also  happened  to 
be  the  decade  in  which  the  Supreme  Court 
ordered  schools  to  be  desegregated,  Rosa 
Parks  refused  to  stand  in  the  bus,  and  Jim 
Crow  laws  (the  civil  war’s  long  tail)  came 
under  sustained  and  ultimately  fatal  at¬ 
tack-suggesting  that  these  symbols  were 
less  about  honouring  the  Confederate 
dead  than  about  insulting  the  advancing 
forces  of  racial  equality. 

Those  symbols  remained  peaceably  in 
place  as  long  as  black  southerners  lacked 
political  power.  Once  removed,  however 
brutal  the  fight,  life  seems  to  proceed  as  be¬ 
fore.  Despite  the  promises  of  Sonny  Per¬ 
due,  Mr  Barnes’s  successor  as  governor,  the 
battle  flag  remains  Stars-and-Bars-free. 
And  notwithstanding  a  lawsuit  from  the 
Sons  of  Confederate  Veterans,  Mr  Harris 
says  most  Memphians  simply  use  the 
parks  as  they  did  before,  indifferent  to  the 
change  of  name.  He  adds  that  such  sym¬ 
bols  “celebrate  a  part  of  our  history  that 
just  a  small  minority  think  is  honourable. 
That  small  minority  is  not  going  to  be  able 
to  win  at  the  end  of  the  day.”  ■ 
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Lexington  |  Why  Americans  are  so  angry 


America’s  political  divisions  have  deeper  social  consequences 


BELIEVE  the  polls,  and  Americans  have  decided  that  they  live 
in  Italy:  hobbled  by  dishonest  leaders  and  such  endemic  cor¬ 
ruption  that  only  fools  would  trust  strangers. 

Grim  findings  have  been  coming  thick  and  fast.  Most  Ameri¬ 
cans  no  longer  see  President  Barack  Obama  as  honest.  Half  think 
that  he  “knowingly  lied”  to  pass  his  Obamacare  health  law.  Few¬ 
er  than  one  in  five  trust  the  government  in  Washington  to  do 
what  is  right  all  or  most  of  the  time.  Confidence  in  Congress  has 
fallen  to  record  lows:  in  America,  as  in  Italy  and  Greece,  just  one 
in  ten  voters  expresses  trust  or  confidence  in  the  national  parlia¬ 
ment.  Frankly  straining  credulity,  a  mammoth,  107-country  poll 
by  Transparency  International,  a  corruption  monitor,  this  sum¬ 
mer  found  Americans  more  likely  than  Italians  to  say  that  they 
feel  that  the  police,  business  and  the  media  are  all  “corrupt  or  ex¬ 
tremely  corrupt”. 

Americans  are  also  turning  on  one  another.  Since  1972  the  Chi¬ 
cago-based  General  Social  Survey  (gss)  has  been  asking  wheth¬ 
er  most  people  can  be  trusted,  or  whether  “you  can’t  be  too  care¬ 
ful”  in  daily  life.  Four  decades  ago  Americans  were  evenly  split. 
Now  almost  two-thirds  say  others  cannot  be  trusted,  a  record 
high.  Recently  the  Associated  Press  sought  to  add  context  to  the 
gss  data,  asking  Americans  if  they  placed  much  trust  in  folk  they 
met  away  from  home,  or  in  the  workers  who  swiped  their  pay¬ 
ment  cards  when  out  shopping.  Most  said  no. 

The  press  is  full  of  headlines  about  an  American  crisis  of  trust. 
That  is  too  hasty.  Lexington  spent  years  in  Asia  and  Europe  re¬ 
porting  from  countries  cursed  by  official  corruption  and  low  trust 
among  strangers.  America  is  not  that  sort  of  society. 

In  genuinely  low-trust  societies,  suspicion  blights  lives  and 
hobbles  economies.  In  China,  even  successful  urbanites  distrust 
business  and  government,  worrying  constantly  about  the  food 
they  buy  and  the  air  they  breathe.  Yet  those  same  successful  Chi¬ 
nese  have  little  confidence  in  the  poor.  Chinese  friends  used  to 
urge  Lexington  never  to  play  Good  Samaritan  at  an  accident 
scene,  insisting  that  anyone  rich  who  stopped  to  help  would  be 
blamed  for  the  victim’s  injuries  and  pursued  for  compensation. 

It  is  true  that  America  faces  grave  problems.  Congress  has  had 
an  unproductive  year:  shutting  down  the  federal  government 
was  a  notable  low  point.  The  Internal  Revenue  Service  (irs)  con¬ 


fessed  to  subjecting  Tea  Party  and  other  political  groups  to  special 
scrutiny,  enraging  conservatives.  But  to  put  such  antics  in  per¬ 
spective,  this  year  Italy’s  richest  media  tycoon  and  its  ex-prime 
minister,  Silvio  Berlusconi,  was  convicted  of  tax  fraud,  of  paying 
an  underage  prostitute  and  abuse  of  power. 

In  genuinely  low-trust  countries,  tax  evasion  comes  naturally: 
when  those  at  the  top  cheat,  only  dupes  follow  the  rules.  But 
America  shows  few  signs  of  surging  tax  evasion.  The  most  recent 
irs  “tax  gap”  estimates  found  no  significant  decline  in  the  pro¬ 
portion  of  taxes  paid  voluntarily  and  on  time.  Nor  are  Americans 
at  soaring  risk  of  being  ripped  off  in  daily  life.  The  latest  survey  of 
consumer  fraud  by  the  Federal  Trade  Commission  found  a  fall  in 
the  prevalence  of  scams.  Payment-card  fraud  is  rising,  but  only  in 
proportion  with  overall  card  use,  says  fico,  a  fraud-manage¬ 
ment  firm:  crooked  shop  staff  affect  “percents  of  a  percent”  of 
transactions. 

None  of  this  justifies  complacency.  Americans  are  dangerous¬ 
ly  angry.  But  when  they  voice  Italian  levels  of  distrust  for  authori¬ 
ties,  or  sweepingly  accuse  fellow-citizens  of  being  crooks,  they 
are  not  describing  reality.  Here  is  a  theory:  Americans  are  instead 
revealing  how  deeply  they  are  divided.  Dig  into  headlines  about 
“half  of  all  Americans”  thinking  this  or  that,  and  large  partisan  or 
demographic  divides  lurk.  Take  that  poll  finding  that  half  of  vot¬ 
ers  think  Mr  Obama  lied  to  pass  his  health  plan.  Look  more  close¬ 
ly,  and  eight  in  ten  Republicans  think  he  fibbed,  but  fewer  than 
one  in  four  Democrats.  As  for  headline  gss  numbers  about  over¬ 
all  trust  between  Americans,  they  conceal  a  big  race  gap:  for  de¬ 
cades  around  80%  of  black  Americans  have  consistently  said  that 
most  people  cannot  be  trusted.  The  bulk  of  the  recent  decline  in¬ 
volves  whites  becoming  less  trusting,  says  Tom  Smith,  the  sur¬ 
vey’s  director.  Explaining  that  decline  is  a  complex  business,  but 
over  the  same  period  society  has  become  more  impersonal  and 
more  economically  unequal.  Robert  Putnam  of  Harvard  Univer¬ 
sity,  a  pioneer  in  the  study  of  “social  capital”,  argues  that  Ameri¬ 
cans’  trust  in  one  another  has  been  declining  steadily  since  the  . 
“golden”  aftermath  of  the  second  world  war,  when  civic  activity 
and  a  sense  of  community  among  neighbours  were  at  a  peak. 

Trust  in  institutions  has  risen  and  fallen  over  that  same  post¬ 
war  period  in  line  with  external  events,  plunging  after  the  Water¬ 
gate  scandal,  for  instance,  and  during  recessions.  Yet  something 
new  seems  to  be  happening.  Anti-government  cynicism  is  feed¬ 
ing  on  gulfs  in  society. 

Conservatives  think  Democrats  buy  votes  with  welfare 

Consider  the  crisis  around  Obamacare.  Forget  fussing  about  its 
useless  website:  websites  can  be  fixed.  The  president’s  headache 
is  that  voters  see  his  plan  as  welfare  for  the  poor  rather  than  a  bet¬ 
ter  way  of  delivering  medical  care.  That  is  exposing  ugly  divi¬ 
sions.  Most  starkly,  a  majority  of  whites  think  the  law  will  make 
life  worse  for  them,  a  National  Journal  poll  found,  while  most 
non-whites  believe  it  will  help  people  like  them.  That  in  turn  tal¬ 
lies  with  a  big  change  over  the  previous  15  years:  a  collapse  in  sup¬ 
port  among  conservatives  for  government  safety  nets. 

This  is  America’s  real  problem  with  trust.  The  country  faces  a 
crisis  of  mutual  resentment,  masquerading  as  a  general  collapse 
in  national  morale.  Sharply-delineated  voter  blocs  are  alarming¬ 
ly  willing  to  believe  that  rival  groups  are  up  to  no  good  or  taking 
more  than  their  fair  share.  Polls  describing  America  as  a  hell-hole 
of  corruption  are  not  to  be  taken  literally.  They  are  a  warning. 
America  is  not  a  low-trust  society.  But  it  risks  becoming  one.  ■ 
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Canadian  politics 

The  son  also  rises 


OTTAWA 

Are  good  looks  and  a  famous  name  enough  to  make  Justin  Trudeau  (pictured)  his 
country’s  next  prime  minister? 


WHEN  the  Liberal  Party  came  third  in 
Canada’s  2011  general  election,  with 
just  34  of  the  308  seats  in  the  House  of 
Commons,  pundits  began  to  talk  of  the  im¬ 
pending  death  of  what  for  more  than  a 
century  had  been  the  country’s  natural 
party  of  government.  The  Liberals  had 
been  led  to  the  brink  of  oblivion  by  a  run 
of  disastrous  leaders,  effortlessly  outwit¬ 
ted  by  Stephen  Harper,  the  Conservative 
prime  minister  since  2006. 

Now  such  talk  seems  premature.  Four 
by-elections  late  last  month  bore  out  the 
Liberals’  recent  lead  in  opinion  polls.  No 
seats  changed  hands:  the  Liberals  and  Con¬ 
servatives  each  held  two.  But  the  Liberals 
saw  their  support  surge  across  the  board, 
at  the  expense  of  both  the  Conservatives 
and  the  leftish  New  Democratic  Party 
(ndp),  the  official  opposition.  It  was  the 
strongest  indication  yet  that  the  party  had 
picked  a  potential  winner  last  April  when 
Justin  Trudeau,  the  son  of  a  former  prime 
minister,  was  chosen  as  its  leader. 

This  optimism  could  yet  prove  to  be  as 
transient  as  it  was  when  Michael  Ignatieff, 
an  academic  and  journalist,  took  over  the 
party  in  2008  only  to  lead  it  to  its  worst 
showing  in  history  in  20H,  losing  his  own 
seat.  Yet  Mr  Trudeau  enjoys  advantages 
that  his  predecessors  lacked,  both  perso¬ 
nally  and  in  the  timing  of  his  arrival  in  na¬ 
tional  politics. 

Start  with  the  surname.  Born  in  1971 
when  his  father,  Pierre  Trudeau  was  prime 


minister,  Justin  Trudeau  grew  up  in  the 
public  eye.  He  was  already  a  celebrity 
when  he  won  a  Montreal  seat  in  2008.  In 
the  early  months  of  his  leadership  there 
have  been  echoes  of  the  Trudeaumania 
that  surrounded  his  father.  Yet  even  he  was 
a  divisive  figure  compared  with  the  concil¬ 
iatory  son.  “I  haven’t  seen  a  Canadian  po¬ 
litical  leader  in  almost  my  lifetime  get  this 
much  popular  interest,”  says  Darrell 
Bricker,  an  experienced  pollster. 

Before  entering  politics,  Mr  Trudeau 
was  a  secondary-school  teacher  in  the 
western  province  of  British  Columbia.  The 
Conservatives  cannot  dismiss  him  as  “just 
visiting”,  their  devastating  put-down  of  Mr 
Ignatieff,  who  spent  most  of  his  adult  life 
outside  Canada.  Nor  can  they  portray  him 
as  a  hapless  egghead,  as  they  did  Mr  Igna- 
tieff’s  predecessor,  Stephane  Dion,  a  for¬ 
mer  university  professor. 

Mr  Trudeau  has  a  habit  of  making 
gaffes.  For  example,  he  said  that  he  ad¬ 
mired  China’s  dictatorial  leadership  for  its 
ability  to  implement  environmental  poli¬ 
cies,  and  suggested  the  bombers  of  the 
Boston  marathon  felt  “excluded”.  Never¬ 
theless,  his  tendency  to  talk  off  the  top  of 
his  head  works  in  his  favour  at  times,  says 
Roger  Gibbins  of  the  Canada  West  Foun¬ 
dation,  a  think-tank.  “Part  of  his  appeal  is 
he  is  a  leader  who  speaks  his  own  mind.” 

He  has  also  emerged  at  the  right  time. 
After  almost  eight  years  Mr  Harper  and  his 
government  are  looking  tired.  Both  Con- 
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servative  backbenchers  and  the  public  are 
growing  restless.  The  prime  minister  has 
been  bogged  down  for  months  in  the 
House  of  Commons  answering  questions 
about  his  office’s  involvement  in  covering 
up  a  Senate  expenses  scandal.  For  the  first 
time  since  2006  there  is  serious  talk  about 
a  possible  successor  to  the  Tory  leader. 

This  has  given  Mr  Trudeau  breathing 
space  to  put  a  team  and  a  platform  in  place 
for  the  next  election,  due  in  2015.  The  Liber¬ 
als’  fund-raising  has  improved,  although 
the  Conservatives  are  still  pulling  in  more 
money  than  their  opponents.  Helped  by 
his  own  ties  to  the  region,  the  Liberals  have 
worked  to  get  strong  candidates  adopted  in 
western  Canada,  a  wasteland  for  them 
since  Mr  Trudeau’s  father  implemented  an 
unpopular  energy  plan  of  which  the  mem¬ 
ory  is  now  fading. 

Though  dismissed  by  some  as  a  light¬ 
weight,  Mr  Trudeau  has  taken  some  policy 
positions.  He  is  for  the  Keystone  xl  pipe¬ 
line,  planned  to  take  oil  from  Alberta’s  tar 
sands  to  the  Gulf  of  Mexico,  because  he 
supports  trade.  But  he  also  wants  a  tax  on 
carbon.  He  backed  the  controversial  take¬ 
over  by  a  Chinese  company  of  Nexen,  an 
oil  firm,  because  Canada  needs  more  for¬ 
eign  direct  investment.  He  opposed  Que¬ 
bec’s  plan  to  bar  civil  servants  from  wear¬ 
ing  religious  symbols  because  it  is  divisive. 
Crossing  the  partisan  divide,  he  has 
praised  Mr  Harper’s  negotiation  of  a  free- 
trade  deal  with  the  European  Union.  And 
he  thinks  marijuana  should  be  legalised. 

None  of  this  means  that  the  Liberals  are 
a  shoo-in  for  2015.  Their  position  in  the  cen¬ 
tre  makes  their  poll  lead  vulnerable  to  at¬ 
tacks  from  both  the  Conservatives  and  the 
ndp.  Mr  Harper  has  shown  that  he  is  at  his 
most  ruthlessly  effective  when  cornered. 
But  if  nothing  else,  Mr  Trudeau  has 
brought  the  Liberals  firmly  back  into  the 
political  game.  ■ 
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Brazil's  economy 

The  deterioration 


SAO PAULO 

Slow  growth,  stubborn  inflation  and 
mounting  deficits 

A  SINGLE  economic  figure  can  boost  or 
batter  a  politician’s  standing.  That 
makes  it  tempting  to  offer  sneak  peeks  of 
the  most  flattering  ones,  as  Brazil’s  presi¬ 
dent,  Dilma  Rousseff,  did  recently  when 
she  told  El  Pais,  a  Spanish  newspaper,  that 
a  forthcoming  statistical  revision  would 
raise  economic  growth  in  2012  from  0.9%  to 
a  less  weak  1.5%.  Nemesis  is  rarely  so  swift: 
on  December  3rd  the  national  statistics  in¬ 
stitute  said  that  it  had  indeed  revised  the 
2012  figure  up,  but  only  to  1%.  And  it  an¬ 
nounced  that  gdp  shrank  by  0.5%  in  the 
third  quarter  compared  with  the  previous 
three  months. 

Market  analysts  rushed  to  trim  already 
anaemic  forecasts  for  growth  this  year  and 
next  (see  chart).  The  fourth  quarter  might 
also  see  a  contraction,  said  Nomura,  an  in¬ 
vestment  bank,  which  would  put  Brazil  in 
technical  recession.  Even  if  that  is  avoided, 
with  a  year  to  go  the  economic  verdict  on 
Ms  Rousseff’s  presidency  already  looks 
clear.  Growth  will  have  averaged  around 
2%  and  inflation  6%.  Government  finances 
will  have  deteriorated  sharply.  A  swollen 
current-account  deficit  completes  a  dispir¬ 
iting  picture. 

Ms  Rousseff  will  almost  certainly  run 
for  a  second  term  at  a  presidential  election 
next  October.  The  needed  adjustments  to 
curb  inflation  and  repair  the  public  fi¬ 
nances  would  hurt  growth  before  they 
started  to  help,  and  so  they  are  being  put 
off.  But  the  longer  the  government  delays, 
the  sharper  the  eventual  correction  will 
have  to  be-and  the  greater  the  risk  that  its 
attempt  simultaneously  to  juggle  inflation, 
public  spending  and  the  exchange  rate  will 
see  it  drop  a  ball. 

Officials  point  out,  rightly,  that  most 
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emerging  economies  have  slowed  this 
year,  and  that  Brazil  grew  at  a  healthy  clip 
of  1.8%  in  the  second  quarter  compared 
with  the  first.  Even  so,  it  is  lagging  behind 
others.  JPMorgan,  another  bank,  brackets 
Brazil  with  India,  Indonesia,  South  Africa 
and  Turkey  as  a  country  whose  currency  is 
vulnerable  when  America’s  Federal  Re¬ 
serve  finally  “tapers”  (ie,  reduces  money 
printing)  in  the  coming  months.  Brazil’s 
current-account  deficit  stands  at  3.7%  of 
gdp,  up  from  2.4%  in  2012.  In  the  year  to 
date  it  has  run  a  trade  deficit— its  first  since 
2000-and  seen  the  real,  its  currency,  fall 
against  the  dollar  by  14%. 

Brazil  is  well-placed  to  withstand  cur¬ 
rency  turmoil:  international  reserves 


stand  at  $375  billion  and  foreign  direct  in¬ 
vestment  remains  strong.  A  weaker  real 
would  help  reduce  the  current-account 
deficit,  but  it  would  feed  inflation.  Despite 
the  weak  economy,  at  5.8%  this  is  above  the 
Central  Bank’s  target  of  4-5%  even  though 
the  government  has  tried  to  keep  prices 
down  by  subsidising  electricity  and  public 
transport,  and  by  forcing  Petrobras,  Brazil’s 
state-controlled  oil  firm,  to  hold  down  the 
price  of  petrol.  On  November  30th  the  gov¬ 
ernment  allowed  Petrobras  to  raise  the  pet¬ 
rol  price,  but  only  by  4%,  a  decision  which 
knocked  9%  off  the  company’s  share  price 
(though  it  later  recovered  a  bit). 

The  stubbornness  of  inflation,  com¬ 
bined  with  relatively  loose  fiscal  policy, 


Cultural  politics  in  Colombia 

Whose  statues? 


BOGOTA 

An  exhibition  of  mistrust 

NESTLED  between  the  headwaters  of 
the  Magdalena  river  and  high  Ande¬ 
an  moorland,  the  ancient  stone  statues  at 
San  Agustfn  are  among  the  most  mysteri¬ 
ous  pre-Columbian  archaeological  arte¬ 
facts.  So  far  archaeologists  have  discov¬ 
ered  40  large  burial  mounds  containing 
600  likenesses  of  mythical  animals,  gods 
and  chieftains  in  what  is  South  America’s 
largest  complex  of  megalithic  statues. 
Like  other  sites  in  the  region,  San  Agustin 
has  suffered  plunder,  both  organised  and 
freelance.  Konrad  Preuss,  a  German 
anthropologist  who  led  the  first  Euro¬ 
pean  excavations  there,  shipped  35  stat¬ 
ues  that  he  found  to  a  museum  in  Berlin, 
where  they  remain. 

This  history  has  made  the  local  inhab¬ 
itants,  who  live  from  tourist  visits  to  the 
site,  suspicious.  So  it  proved  with  a  plan 
by  the  national  museum  to  take  20  of  the 
statues  to  the  capital,  Bogota,  a  ten-hour 
drive  away,  for  a  three-month  exhibition 
to  mark  the  centenary  of  Preuss’s  discov¬ 
ery  of  the  site. 

Aware  of  the  sensitivity  of  removing 
the  statues  even  temporarily,  anthropol¬ 
ogists  from  the  Colombian  Institute  of 
Anthropology  and  History  held  town 
meetings  to  explain  the  importance  of 
allowing  them  to  be  seen  by  a  wider 
public.  But  the  locals  said  they  worried 
that  the  objects  would  not  return,  or 
would  be  swapped  for  replicas.  They 
claimed  that  moving  them  would  upset 
their  spiritual  energy.  As  the  date  for  the 
exhibition  neared,  they  began  making 
demands,  such  as  asking  for  a  new  drink¬ 
ing-water  system  for  the  town  in  ex¬ 
change  for  letting  the  statues  go. 

No  deal  was  agreed.  On  the  day  last 
month  when  the  sculptures,  carefully 
wrapped  and  crated,  were  to  travel  to 


Stony  faced  in  San  Agustin 

Bogota,  locals  backed  by  outside  agitators 
blockaded  the  road  and  prevented  work¬ 
ers  from  loading  the  trucks.  The  anthro¬ 
pologists  backed  off.  “It  never  crossed  our 
minds  that  they  wouldn’t  trust  us  with 
the  statues,”  says  Maria  Victoria  de  Ro- 
bayo,  director  of  the  national  museum, 
which  has  held  temporary  exhibitions  of 
Greek  urns  loaned  by  the  Louvre  and  of 
China’s  Terracotta  Warriors. 

The  museum  has  adopted  its  own 
form  of  protest.  The  exhibition  opened, 
minus  statues,  on  November  28th.  “We 
wanted  the  public  in  Bogota  to  perceive 
the  absence,”  Ms  De  Robayo  says.  So  light 
is  projected  where  the  statues  would 
have  been;  guides  use  a  virtual-reality 
program  and  tablet  computers  to  show 
visitors  a  3D  image  of  what  was  meant  to 
be  there.  This  is  unlikely  to  draw  the 
crowds,  but  the  affair  has  sparked  a  de¬ 
bate  about  Colombia’s  cultural  heritage. 
The  museum  has  taken  a  robust  position: 
the  opening  display  invites  visitors  to 
consider  “the  emptiness  and  silence  that 
emerge  when  a  few  people  claim  exclu¬ 
sive  right  over  our  heritage,  trampling  the 
cultural  liberties  of  all  Colombians.” 


Can  you  risk  less  by 
reinventing  more? 

Three  out  of  four  new  products  never  make  it  to  market,  which  makes 
some  businesses  shy  away  from  being  innovative.  Smarter  enterprises 
are  making  trial  and  error  a  strength  of  their  development  process. 

The  scalable  IBM  SmartCloud "  is  a  catalyst  for  accelerated  creativity, 
helping  some  businesses  reduce  costs  by  up  to  40%. 

This  is  Cloud  on  a  Smarter  Planet. 


IBM  the  IBM  logo,  ibm.com,  IBM  SmartCloutl,  t-M's'  Bono  A  Smarter  J!kl 


ibm.com/reinvent 

sop.  :  '\:\nrw!  Bi ■  ,1  ’Chines 'Corporation  2013 


40  The  Americas 


►  has  forced  the  Central  Bank  to  tighten 
monetary  policy  fast:  having  slashed  its 
policy  interest  rate  to  a  record  low  of  7.25% 
last  year,  it  has  raised  it  six  times  in  seven 
months,  to  10%.  That  is  another  blow  for 
Ms  Rousseff,  who  trumpeted  single-figure 
rates  as  one  of  her  government’s  main 
achievements. 

Disappearing  growth,  and  several 
failed  attempts  to  kick-start  the  economy 
with  tax  cuts,  have  hit  government  rev¬ 
enues.  The  result  is  that  the  primary  fiscal 
surplus  (ie,  before  debt  payments)  is  dwin¬ 
dling.  An  initial  target  of  3.1%  of  gdp  has 
been  whittled  down  by  accounting 
changes  (including  one  that  means  the  fed¬ 
eral  government  no  longer  has  to  make  up 
for  overspending  by  states  and  municipal¬ 
ities).  The  de  facto  target  of  around  1.7%  of 
gdp  will  not  stop  net  public  debt  from  ris¬ 
ing.  Even  this  will  be  met  only  with  help 
from  one-off  items,  including  payments 
for  oil  concessions.  Hefty  financing  costs 
mean  that  Brazil  is  now  running  an  overall 
budget  deficit  of  3.5%  of  gdp. 

Rating  agencies  have  said  that  without 
a  change  of  course  the  country  risks  being 
downgraded  from  its  current  position,  a 
notch  above  the  lowest  investment  grade. 
Marcelo  Carvalho  of  bnp  Paribas,  a  French 
bank,  says  the  government  seems  to  think 
that  it  has  some  breathing  space,  that  a  slip¬ 
ping  credit  rating  would  not  be  disastrous 
as  long  as  it  retains  investment  grade  and 
that  sensitive  consumer  prices  can  be  held 
down  until  2015.  Inflation,  though  high,  is 
not  out  of  control.  A  long-delayed  infra¬ 
structure  programme  is  finally  under  way. 
Unemployment  is  close  to  historic  lows. 
Real  incomes  are  rising,  if  not  as  fast  as  be¬ 
fore.  And  the  president’s  popularity,  hit 
hard  by  protests  in  June,  has  recovered 
somewhat,  with  none  of  her  challengers 
yet  showing  any  sign  of  taking  off.  Ms 
Rousseff’s  team  may  be  right  in  their  politi¬ 
cal  judgment.  But  they  have  left  them¬ 
selves  little  room  for  manoeuvre.  ■ 


Haiti  and  the  Dominican  Republic 

A  storm  in 
Hispaniola 

And  no  agreement  as  to  how  many  have 
been  cut  off  from  citizenship 

THE  last  time  the  Dominican  Republic 
committed  an  atrocity  against  residents 
of  Haitian  descent,  the  rest  of  the  world 
paid  little  heed.  In  1937  Rafael  Trujillo,  a 
brutal  dictator,  ordered  troops  to  clear  the 
country’s  borderlands  of  Haitians  whom 
he  said  were  thieves.  In  five  days  thou¬ 
sands  of  people  were  killed.  Haiti’s  gov¬ 
ernment  issued  only  a  mild  protest. 

Such  violence  is  fortunately  a  thing  of 
the  past.  But  tensions  between  the  two 
countries  have  increased  after  what  the 
Dominican  Republic’s  critics  claim  is  a  le¬ 
gal  atrocity.  In  September  its  Constitution¬ 
al  Court  ruled  that  the  current  policy,  un¬ 
der  which  those  born  in  the  country  are 
only  granted  citizenship  if  at  least  one  of 
their  parents  was  a  legal  resident,  should 
apply  retroactively  to  people  born  before  it 
was  implemented  from  2004  onwards.  Ac¬ 
cording  to  human-rights  groups,  that 
leaves  over  200,000  people  of  Haitian  de¬ 
scent  stateless.  This  time,  Haiti  and  its  allies 
are  making  more  of  a  fuss. 

The  government  argues  that  the  ruling 
clarifies  an  ambiguous  situation.  On  No¬ 
vember  29th  the  president,  Danilo  Medi¬ 
na,  decreed  that  all  undocumented  for¬ 
eigners  have  18  months,  during  which  they 
cannot  be  deported,  to  register  with  the  au¬ 
thorities.  Applicants  who  show  “unques¬ 
tionable”  ties  to  the  country,  such  as  study¬ 
ing  or  working  there,  speaking  Spanish, 
having  native  relatives  and  owning  prop¬ 
erty,  will  be  eligible  for  residency.  The  gov¬ 
ernment  also  plans  to  introduce  a  natural¬ 
isation  law,  which  it  says  will  offer  a  quick 
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path  to  citizenship  for  these  people. 

The  government  insists  that  the  deci¬ 
sion’s  reach  has  been  exaggerated.  Its  audit 
of  the  birth  register  found  24,392  people 
whose  citizenship  is  now  invalid.  Cam¬ 
paigners  question  the  reliability  of  this 
count,  conducted  in  just  eight  days.  They 
claim  that  ten  times  as  many  people  could 
be  affected,  and  that  thousands  of  those  af¬ 
fected  do  not  have  birth  certificates  and  are 
thus  excluded  from  the  figure. 

The  court  decision  has  poisoned  Hai- 
tian-Dominican  relations.  In  a  speech  Hai¬ 
ti’s  president,  Michel  Martelly,  quoting  a 
Dominican  journalist,  complained  of  “civ¬ 
il  genocide”.  That  prompted  Dominican 
officials  to  cancel  a  meeting  with  their  Hai¬ 
tian  counterparts  to  discuss  the  issue.  Last 
month  residents  of  Neiba,  a  Dominican 
town  near  the  border,  blamed  Haitians  for 
a  burglary  that  left  two  people  dead;  they 
killed  a  Haitian  man  in  retaliation.  In  the 
resulting  unrest  police  hustled  hundreds 
of  Haitians  across  the  border. 

The  Dominican  Republic  can  no  longer 
count  on  countries  farther  afield  to  look 
the  other  way.  The  United  States  has  trod¬ 
den  carefully  so  far,  encouraging  the  gov¬ 
ernment  to  protect  human  rights  while  ac¬ 
cepting  the  court’s  decision.  But  other 
Caribbean  countries— whose  mostly  black 
populations  see  Haitian-descended  Do¬ 
minicans  as  victims  of  racism— have 
pulled  no  punches. 

Caricom,  a  club  of  countries  that  the 
Dominican  Republic  has  tried  to  join  since 
2005,  last  month  suspended  its  member¬ 
ship  application.  Ralph  Gonsalves,  prime 
minister  of  St  Vincent  and  the  Grenadines, 
demanded  that  it  be  ejected  from  Carifo- 
rum,  which  represents  the  region  in  talks 
with  the  European  Union,  and  from  Petro- 
caribe,  Venezuela’s  subsidised-oil  pro.- 
gramme.  If  Mr  Medina  wants  to  lessen  the 
outrage,  he  could  push  for  the  naturalisa¬ 
tion  law  to  grant  immediate  citizenship  to 
those  affected  by  the  ruling.  ■ 


Fragile  Argentina 

For  the  second  time  in  a  year,  Argentina 
has  seen  an  outbreak  of  looting.  This  time 
it  was  in  Cordoba,  the  second  city,  where 
two  people  died,  more  than  60  were 
injured  and  dozens  of  supermarkets  and 
shops  ransacked  during  24  hours  of 
mayhem.  It  started  when  the  provincial 
police  went  on  strike— in  part,  officials 
claimed,  because  a  crackdown  on  brothels 
denied  them  bribes.  None  of  the 
authorities  emerged  well.  The  province's 
governor,  Jose  Manuel  de  la  Sota,  a 
political  foe  of  President  Cristina 
Fernandez,  said  that  the  government  was 
late  to  answer  his  call  for  help.  Like  most 
opposition-run  provinces,  Cordoba 
complains  that  it  is  squeezed  of  funds. 
But  the  government  blamed  Mr  de  la  Sota 
for  mismanaging  the  police. 
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Thailand's  protests 


Pressing  the  pause  button 


BANGKOK 

Both  sides  in  the  political  stand-off  invoke  the  king 


THE  scene  in  central  Bangkok  on  the 
morning  of  December  4th  was  a  stark 
contrast  to  the  preceding  days.  The  bridges 
leading  to  the  prime  minister’s  neogothic 
offices  had  been  scenes  of  violent  confron¬ 
tation  between  anti-government  protes¬ 
ters  and  riot  police,  peaking  on  December 
2nd.  But  now  “Bangkok’s  Berlin  Wall”,  a 
formidable  concrete  and  barbed-wire  bar¬ 
rier,  had  vanished.  No  police  or  soldiers 
were  in  sight.  Instead,  cleaners  piled  the 
detritus  of  political  warfare— stones,  sand¬ 
bags  and  empty  tear-gas  canisters-into 
dustcarts. 

It  was  a  similar  story  at  the  nearby  De¬ 
mocracy  Monument,  the  main  base  for  the 
would-be  revolution  that  has  been  trying 
to  overthrow  the  government  of  the  prime 
minister,  Yingluck  Shinawatra,  since  early 
November.  That  was  when  Ms  Yingluck 
tried  to  pass  an  amnesty  bill  that  would 
have  let  her  older  brother  (and  former 
prime  minister),  Thaksin  Shinawatra,  off 
charges  of  corruption  and  abuse  of  power, 
allowing  him  to  return  from  self-imposed 
exile  in  Dubai.  The  attempt  failed  after  it 
brought  tens  of  thousands  on  to  the  streets, 
many  camping  out  around  the  monument, 
and  the  Senate  rejected  the  bill.  But  the 
protest  leaders  smelled  blood  and  contin¬ 
ued  their  demonstrations.  Yet  suddenly 
the  makeshift  encampments  were  gone 
and  volunteers  were  being  handed  gloves, 
cleaning  supplies  and  brooms. 


The  hasty  clean-up  was  an  effort  to  re¬ 
store  some  lustre  to  the  capital  in  time  for 
the  birthday  of  King  Bhumibol  Adulyadej 
on  December  5th.  The  revered  but  ailing 
king  has  turned  86,  and  his  birthday  afford¬ 
ed  the  country  a  political  breathing  space. 
A  truce,  of  sorts,  was  declared  so  as  not  to 
mar  the  day.  But  the  protesters,  led  by  a  for¬ 
mer  Democrat  Party  mp  and  deputy  prime 
minister,  Suthep  Thaugsuban,  insist  they 
will  not  simply  melt  away:  they  are  in  for 
the  long  haul  of  ousting  the  “Thaksin  re¬ 
gime”  (the  divisive  Mr  Thaksin  is  widely 
reckoned  to  run  the  government  by  video- 
conference  from  Dubai).  The  few  days  of 
relative  calm  may  be  a  pause  rather  than 
an  end  to  hostilities. 

A  pause  was  needed.  The  protesters 
claim  that  theirs  was  a  particularly  benign 
version  of  civil  disobedience.  Yet  it  was  al¬ 
most  inevitable  that  weeks  of  steadily  es¬ 
calating  confrontation  would  turn  bloody. 
Over  the  weekend  of  November  30th-De- 
cember  1st  street  battles  took  place  be¬ 
tween  Mr  Suthep’s  mob,  dressed  mainly  in 
black,  and  the  “red  shirt”  supporters  of  the 
Shinawatras.  In  all,  four  Thais  have  been 
killed  and  about  100  injured  in  politically 
related  violence. 

And  whereas  in  the  previous  week  the 
protesters  had  left  the  prime  minister’s 
heavily  fortified  offices  well  alone,  on  De¬ 
cember  1st  some  of  them  started  a  deter¬ 
mined  assault  on  the  barricades,  even 


bringing  up  bulldozers.  The  police,  backed 
by  the  army,  responded  with  tear  gas.  The 
hooded  protesters  replied  with  their  own 
improvised  missiles. 

The  violence  was  uncomfortably  remi¬ 
niscent  of  the  bloody  protests  in  2010,  in 
which  about  90  people  died  as  the  army 
and  police  cleared  a  red-shirt  camp  in  the 
heart  of  Bangkok  protesting  against  the 
(unelected)  Democrat  Party  government. 

In  order  to  avoid  violence  on  that  scale,  on 
December  3rd  Ms  Yingluck’s  government 
started  clearing  the  barricades.  It  even  let 
the  protesters  into  the  prime  minister’s 
compound  so  as  to  claim  a  “symbolic  vic¬ 
tory”.  These  moves  were  negotiated,  ap¬ 
parently,  by  politicians  and  the  army.  They 
helped  to  defuse  the  situation.  But  it  was 
only  a  tactical  retreat  by  Ms  Yingluck.  Elect¬ 
ed  by  a  big  majority  two  years  ago,  she 
seems  determined  to  stay  put. 

Both  sides  have  now  started  to  invoke 
the  king  in  order  to  bolster  their  positions. 

In  a  televised  address  Ms  Yingluck  urged 
all  Thais  to  unite  and  show  their  love  for 
King  Bhumibol,  a  sentiment  she  doubtless 
wishes  will  continue  well  beyond  his 
birthday. 

Mr  Suthep,  meanwhile,  has  been  call¬ 
ing  for  a  new  prime  minister  to  be  chosen 
by  the  monarch.  This  is  part  of  his  hazy 
plan  for  what  would  happen  should  his  at¬ 
tempted  putsch  succeed;  it  also  includes  a 
proposal  to  set  up  a  “people’s  council”, 
formed  of  “decent  men”  who  would 
amend  the  laws  to  reform  the  police,  the 
electoral  system  and  much  else,  all  to  re¬ 
move  the  stain  of  Mr  Thaksin  from  the 
body-politic.  Eventually,  Mr  Suthep  says 
there  would  be  elections,  ending  the  role 
of  the  people’s  council.  But  he  gives  no 
timeline  for  when  that  might  be. 

The  government  has  promised  to  look 
at  some  of  these  inchoate,  anti-democratic  ►► 
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►  and  unworkable  suggestions.  Ms  Yingluck 
has  even  promised  to  set  up  her  own 
“open  forum”,  consisting  of  academics, 
businessmen  and  protesters,  to  consider 
political  reform.  But  to  politicise  the  mon¬ 
archy  further,  as  Mr  Suthep  suggests, 
would  be  a  dangerously  retrograde  step  in 
a  country  that  has  struggled  so  hard  to  em¬ 
bed  more  democratic  habits. 

Meanwhile,  Mr  Suthep  seems  unaware 
that  the  severest  critic  of  appointing  a 
prime  minister  by  this  method  is  the  king 
himself.  In  a  public  intervention  in  2006, 
when  Democrat  politicians  were  urging 
him  to  replace  Mr  Thaksin,  who  was  then 
prime  minister,  King  Bhumibol  said:  “Ask¬ 
ing  for  a  royally  appointed  prime  minister 
is  undemocratic.  It  is,  pardon  me,  a  mess.  It 
is  irrational.”  Wise  words  to  remember  on 
his  birthday.  ■ 


Bidenin  Asia 

Holding  pattern 


BEIJING,  SE0ULANDT0KY0 

The  American  vice-president  attempts 
to  ease  tension  in  the  East  China  Sea 

THE  agenda  for  this  week’s  scheduled 
visit  to  Tokyo,  Beijing  and  Seoul  by  Joe 
Biden,  America’s  vice-president,  was  hi¬ 
jacked  before  he  got  there.  America  had  al¬ 
ready  given  a  clear  signal  of  its  opposition 
to  a  new  Air  Defence  Identification  Zone 
(adiz)  in  the  East  China  Sea  announced  by 
China  on  November  23rd.  It  had  sent  two 
B-52  bombers  through  the  new  zone  with¬ 
out  notification.  Mr  Biden’s  visit  became  a 
chance  to  calm  things  down. 

In  Tokyo  Shinzo  Abe,  Japan’s  prime 
minister,  had  hoped  that  his  American  ally 
would  call  for  China’s  adiz  to  be 
scrapped.  Its  imposition  was  seen  as  a 
sharp  escalation  of  China’s  dispute  with 
Japan  over  islets  that  Japan  calls  the  Senka- 
kus  and  China  the  Diaoyus.  The  adiz  also 
covers  territory  claimed  by  South  Korea, 
and  overlaps  with  both  countries’  own  air 
identification  zones. 

In  fact  Mr  Biden  stopped  short  of  de¬ 
manding  that  China  rescind  the  adiz. 
America  says  it  takes  no  position  on  the 
dispute  over  sovereignty  over  the  Senka- 
kus.  But,  he  said,  it  was  “deeply  concerned 
by  the  attempt  to  unilaterally  change  the 
status  quo  in  the  East  China  Sea”.  Crisis- 
management  mechanisms  to  avoid  acci¬ 
dents,  he  added,  are  now  the  priority. 
These  could  include  hotlines  and  proce¬ 
dures  following  accidental  collisions. 

To  expect  more  from  him  just  before  he 
went  to  Beijing  was  unrealistic,  an  adviser 
to  Mr  Abe  admits.  After  all  America  had 
sent  a  strong  message  of  support  for  Japan 
in  the  shape  of  the  B-52S,  reinforced  this 


week  by  the  arrival  in  Okinawa  of  two 
newly  designed  anti-submarine  surveil¬ 
lance  aircraft.  But  Japan  was  disappointed, 
as  it  was  by  America’s  instructions  to  its 
commercial  airlines  to  follow  Chinese 
rules  in  the  new  adiz.  The  Japanese  gov¬ 
ernment  has  insisted  that  its  own  airlines 
fly  in  the  zone  without  notification,  ignor¬ 
ing  the  possible  risk  to  passengers. 

In  Beijing  Mr  Biden  held  more  than  five 
hours  of  wide-ranging  talks  with  Xi  Jin¬ 
ping,  China’s  president,  during  which  he 
told  him  America  does  not  recognise  the 
new  zone.  Just  before  his  visit,  China’s  de¬ 
fence  ministry  took  some  modest  steps  to 
defuse  tensions.  A  spokesman  gave  some 
reassurance  about  how  China  will  enforce 
the  zone.  Fighter  planes,  he  said,  are  “un¬ 
necessary”  as  long  as  aircraft  entering  it 
pose  no  threat.  Contradicting  claims  by 
China’s  government,  America  and  Japan 
both  maintain  that  China  has  not  scram¬ 
bled  fighter  jets  in  response  to  their  air¬ 
crafts’  movements  in  the  adiz. 

Mr  Biden  flew  from  Beijing  to  Seoul. 
The  inclusion  in  China’s  zone  of  a  reef, 
known  as  Ieodo,  claimed  by  both  South 
Korea  and  China,  has  prompted  South  Ko¬ 
rea  to  contemplate  extending  its  own  air- 
defence  zone  to  cover  it  as  well.  Choi  Jong- 
Kun,  of  Yonsei  University  in  Seoul,  worries 
that  tinkering  with  South  Korea’s  zone 
would  lend  legitimacy  to  China’s.  It  is  also 
likely  to  meet  objections  from  America- 
and  probably  Japan. 

Tensions  have  eased  but  are  still  run¬ 
ning  high.  The  risk  that  Mr  Biden  repeat¬ 
edly  highlighted  was  of  unintended  con¬ 
flict  following  an  accidental  clash.  If  his 
trip  has  laid  the  groundwork  for  the  emer¬ 
gency-communication  mechanism  that  he 
suggested,  it  will  have  achieved  much.  ■ 


Elderly  suicides  in  South  Korea 

Poor  spirits 


SEOUL 

Loneliness  and  poverty  are  the  killers 

THEIR  son-in-law’s  visit  was  a  custom¬ 
ary  show  of  filial  piety  for  late  Novem¬ 
ber.  But  the  homemade  kimchi  he  brought 
to  last  his  ailing  in-laws  through  the  winter 
would  not  be  needed.  “I  don’t  want  to  be  a 
burden  on  my  children”,  wrote  the  82- 
year-old  in  a  note  he  left  in  the  sealed 
house,  along  with  two  funeral  pictures 
and  a  will.  Media  outlets  were  quick  to 
note  the  parallels  with  the  death  of  an  el¬ 
derly  couple  in  “Late  Blossom”,  a  rare  Kore¬ 
an  film  on  growing  old  that  was  a  box-of¬ 
fice  hit  in  2001. 

That  year  more  than  4,000  South  Kore¬ 
ans  over  the  age  of  65  committed  suicide:  a 


I  South  Korea's  shame 
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rate  five  times  higher  than  in  1990,  and 
nearly  four  times  the  rich-country  average 
(see  chart).  Yet  these  “silent  suicides”  rarely 
get  the  attention  that  teenage  ones  do,  says 
Ahn  Yong-min,  a  psychiatrist  at  Seoul  Na¬ 
tional  University  (snu)  and  head  of  the 
Korea  Association  of  Suicide  Prevention. 
Young  deaths  are  seen  as  a  cry  for  help  and 
attract  plenty  of  government  funds, 
though  their  number  is  on  a  par  with  the 
oecd  average.  Attempted  suicides  among 
the  old  are  ten  times  higher.  It  does  not 
help  that  self-inflicted  harm  is  not  covered 
by  the  health-care  system. 

Many  elderly  suicides  are  carefully 
planned.  That  should  make  them  easier  to 
prevent  than  the  more  impulsive  actions 
of  the  young,  says  Kim  Yeong-sook  of  the 
Korea  Suicide  Prevention  Centre.  This  year, 
part  of  a  2.5  billion  won  ($2.3m)  budget  for 
elderly  suicide  prevention-the  first  of  its* 
kind-helped  train  8,000  caregivers  to  spot 
signs.  In  Seoul  a  “telecheck”  service  con¬ 
nects  seniors  to  local  volunteers,  who  call 
them  regularly.  Many  of  the  city’s  29  state- 
run  senior  welfare  centres  deliver  daily 
packed  meals  to  their  homes.  They  pick  up 
those  wanting  to  visit  the  centres  but  are 
too  frail  to  travel  in  alone,  such  as  Kim 
Dong- wan,  a  77-year-old  regular,  who 
comes  for  the  gardening,  calligraphy  ses¬ 
sions  (run  by  seniors  too)  and  laughs. 
“Nothing  like  this  exists  near  my  home¬ 
town”,  he  says.  It  is  one  of  the  reasons  he 
left  the  countryside  to  live  with  his  son. 

But  few  have  that  luxury.  Last  year  only 
a  fifth  of  the  rural  elderly  were  living  with 
their  children.  From  the  1960s  the  coun¬ 
try’s  growing  cities  lured  youngsters.  Rath¬ 
er  than  invest  in  social  welfare,  the  govern¬ 
ment  “chose  to  sacrifice  the  family”,  says 
Eun  Ki-soo,  a  sociologist  at  snu.  It  kept 
wages  low  and  encouraged  investment  in 
education.  Parents  obliged,  assuming  that, 
in  the  Confucian  tradition,  they  could  rely 
on  their  children  in  old  age. 

Yet  today  half  of  South  Korea’s  elderly  ►► 
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Gays  in  Taiwan 

Going  nuclear 

TAIPEI 

A  move  to  legalise  same-sex  marriage  provokes  a  surprisingly  large  backlash 


IN  CONSERVATIVE  Asia,  Taiwan  has 
given  the  warmest  embrace  to  gays  and 
lesbians.  Before  he  became  president  in 
2008,  Ma  Ying-jeou  was  mayor  of  Taipei, 
the  capital.  He  boasts  that  he  made  it  the 
most  gay-friendly  city  in  Asia,  even  de¬ 
voting  a  portion  of  the  municipal  budget 
to  homosexual  causes.  Taiwan  routinely 
holds  Asia’s  largest  gay-pride  march;  the 
latest  one,  in  October,  attracted  over 
60,000  people.  Recently  a  bill  allowing 
same-sex  marriage  and  married  gay 
couples  to  adopt  children  passed  its  first 
reading  in  the  island’s  legislature. 

But  it  has  put  the  country’s  liberal 
tendencies  to  the  test.  A  survey  conduct¬ 
ed  by  tvbs,  a  broadcaster,  suggests  that 
40%  of  Taiwanese  are  in  favour  of  the 
same-sex  marriage  bill  and  45%  against. 
On  November  30th  over  150,000  Taiwan¬ 
ese  rallied  to  show  their  opposition.  The 
crowds  waved  pink  and  blue  placards 
depicting  a  nuclear  family.  They  voiced 
concerns  about  the  decline  of  traditional 
family  structures.  Children  could  become 


►  are  in  relative  poverty,  according  to  the 
oecd,  which  ranks  the  country’s  seniors 
as  the  most  destitute  among  its  rich-coun¬ 
try  members.  Cramped  flats  cannot  ac¬ 
commodate  three-generation  households. 
And  attitudes  have  changed:  only  a  third 
of  South  Koreans  think  that  children 
should  support  their  ageing  parents,  down 
from  90%  in  1998,  according  to  the  national 
statistics  bureau.  Yet  in  2013  just  a  third  of 
the  old  received  a  state  pension,  intro¬ 
duced  in  1988.  A  basic  old-age  pension  plan 
passed  last  month  (set  at  200,000  won  a 
month  for  the  poorest  70%)  and  is  payable 


confused  about  their  gender,  marchers 
claimed.  It  would  only  reinforce  the 
long-run  decline  in  the  fertility  rate. 

Supporters  of  gay  marriage  said  the 
large  turnout  was  thanks  to  conservative 
Christians,  a  small  but  outspoken  minor¬ 
ity.  But  rally  organisers  said  Christians 
formed  only  a  part.  Several  lawmakers 
from  Mr  Ma’s  ruling  party,  the  Kuomin- 
tang,  attended. 

It  is  unclear  whether  the  bill  will  now 
pass,  but  Victoria  Hsu,  head  of  the  Tai¬ 
wan  Alliance  to  Promote  Civil  Partner¬ 
ship  Rights,  which  pushed  for  it,  is  opti¬ 
mistic.  The  mass  turnout  against  it  will 
galvanise  those  who  are  for,  a  group  that 
includes  many  students  and  academics. 

Opponents  are  demanding  a  referen¬ 
dum,  should  the  bill  eventually  pass.  This 
might  worry  China.  It  claims  Taiwan  as 
its  own  and  frowns  on  referendums, 
which  smack  of  self-determination,  even 
more  than  it  frowns  on  gays.  Mr  Ma, 
famous  for  his  caution,  will  be  torn  over 
whether  to  please  the  pros  or  the  antis. 


from  the  age  of  65.  Those  who  can,  return 
to  work-often  as  car-park  attendants, 
street  cleaners  and  security  guards. 

When  illness  strikes,  some  choose  to 
end  their  own  lives,  like  one  of  the  couples 
in  “Late  Blossom”.  The  ten-session  course 
on  “well-dying”  at  Mapo  Senior  Welfare 
Centre  in  Seoul  includes  a  screening  of  the 
film  to  discuss  approaches  to  death.  Partici¬ 
pants  write  a  will  and  their  own  tomb¬ 
stone  epitaph,  visit  a  crematorium  and 
have  their  funeral  picture  taken.  Yet  the 
firm  hope  is  that  they  will  choose  to  go  a 
different  way.  ■ 


America  in  Afghanistan 

Filling  stations  in 
the  sky 

ABOVE  PAKTIKA  PROVINCE,  AFGHANISTAN 

Gas-guzzling  above  Afghanistan 

HIGH  above  the  border  province  of  Palc- 
tika,  in  eastern  Afghanistan,  nato 
airwaves  crackle  and  shriek.  “Kandahar 
this  is  Card  Shark  Seven-Eight  at  ten”,  a  Tex¬ 
an  twang  rings  over  the  radio.  An  Austra¬ 
lian  dispatcher  guides  a  different  aero¬ 
plane:  “Charlie  Lima  approved  for  niner 
zero”.  “Pyramid  One-One  are  you  on  this 
frequency?”  bellows  another  American. 

Unplug  the  radio  and,  from  cruising  al¬ 
titude  aboard  an  American  refuelling  air¬ 
craft,  Afghanistan’s  border  with  Pakistan 
seems  calm.  But  nato  air  traffic  tells  a  dif¬ 
ferent  story. 

One  after  another,  fighter  jets  connect 
to  the  KC-135  Stratotanker  to  guzzle  5,ooolb 
(2,300kg)  of  fuel  before  returning  to  their 
patrols  below.  American  officials  say  the 
round-the-clock  refuelling  missions  allow 
the  F-16  fighter  jets  and  A-10  Warthog 
ground-attack  aircraft  to  reach  any  point  in 
Afghanistan  within  a  few  minutes.  The 
crew  calls  their  Stratotanker  a  “flying  gas 
station”. 

A  dozen  of  these  sorties  depart  daily 
from  the  Manas  airbase  outside  Bishkek  in 
Kyrgyzstan,  accounting  for  about  30%  of  all 
refuelling  missions  over  Afghanistan.  The 
American  base  spends  over  $200m  on  jet 
fuel  a  year  (mostly  paid  to  a  subsidiary  of 
Gazprom,  Russia’s  energy  giant).  By  next 
summer,  six  months  before  the  last  nato 
combat  troops  are  due  to  leave  Afghani¬ 
stan,  each  grey  goliath  will  quit  Manas  and 
move  elsewhere,  because  Kyrgyzstan  has 
asked  them  to  go  (see  next  story). 

The  Stratotanker  takes  off  with  up  to 
200,0001b  of  fuel-enough  to  fill  over  a 
thousand  sports-utility  vehicles.  The  tech¬ 
nology  is  as  impressive  as  it  is  old.  Boeing 
designed  the  planes  in  the  1950s  to  refuel 
B-52  bombers.  America  keeps  over  400  of 
them  in  service-more  than  the  commer¬ 
cial  fleets  of  the  airlines  klm  and  Air 
France  combined. 

Look  carefully  out  of  one  of  the  small 
windows,  and  other  tankers  are  circling 
below,  camouflaged  by  the  pale  folding 
hills.  The  mission  loops  around  a  wide 
swathe  of  Pushtun  country  for  over  six 
hours.  This  air  support  may  continue  after 
2014-if  Afghanistan  signs  an  agreed  bilat¬ 
eral  security  agreement  with  America.  As 
the  sun  fades,  lights  pop  on  in  the  moun¬ 
tain  valleys,  an  unknown  sight  when  the 
NATO-led  invasion  began  a  dozen  years 
ago.  The  jets’  navigation  lights  fill  the  sky. 
How  much  will  change  if  they  go  out  is 
anyone’s  guess.  ■ 
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BISHKEK 

America  is  winding  down  its  presence,  but  claims  it  won’t  fade  away 


The  United  States  in  Central  Asia 

Going,  going... 


PASSENGERS  at  Manas,  Kyrgyzstan’s 
main  airport,  might  think  they  have 
landed  in  an  occupied  country,  to  judge  by 
the  dozen  or  more  hulking  grey  warplanes 
on  the  tarmac  emblazoned  with  “us  Air 
Force”  along  their  fuselages.  But  these 
monsters  will  only  be  around  for  a  few 
months  more. 

America  uses  Manas  as  the  gateway  for 
almost  every  soldier  coming  into  or  out  of 
its  war  in  Afghanistan  (see  picture).  But  by 
the  end  of  next  year,  it  will  have  wound 
down  its  war  there.  Meanwhile,  Russia  is 
throwing  its  weight  about  in  its  Central 
Asian  former  backyard.  It  as  much  as 
promised  Kyrgyzstan  $1.1  billion  in  military 
aid  and  a  debt  write-off  of  nearly  $500m  if 
the  Americans  go.  As  a  consequence,  Kyr¬ 
gyzstan’s  leaders  are  evicting  them  from 
Manas  in  July. 

This  marks  pretty  much  the  end  of 
more  than  a  decade  of  direct  American  in¬ 
volvement  in  Central  Asia.  America’s  stra¬ 
tegic  need  for  the  former  Soviet  republics 
on  Afghanistan’s  northern  frontier  is  fad¬ 
ing.  So  is  Western  influence  in  the  region, 
leaving  plenty  of  room  for  other  players  to 
fill  the  void,  notably  Russia  and  China. 
Still,  America  is  leaving  Manas  sooner 
than  it  would  like. 

American  officials  like  to  claim  that 
they  will  be  leaving  a  legacy  behind.  It 
would,  said  Hillary  Clinton  in  2011,  when 
she  was  secretary  of  state,  be  in  the  form  of 
a  “new  Silk  Road”.  An  “international  web 
and  network  of  economic  and  transit  con¬ 


nections”  would  link  South  and  Central 
Asia  via  Afghanistan.  Yet  the  proposal  has 
yielded  little.  A  senior  Kyrgyz  official  scoffs 
at  one  of  the  project’s  signature  concepts,  a 
line  to  export  Central  Asian  electricity  to 
Afghanistan  and  Pakistan.  “We  have  an 
electricity  shortage  here.  We  don’t  need 
this,”  he  says.  The  idea  looks  unlikely  to  get 
off  the  ground. 

Unlike  the  Americans,  China  puts  its 
money  where  its  mouth  is.  During  a  whirl¬ 
wind  tour  of  Central  Asia  this  autumn, 
President  Xi  Jinping  proposed  his  own 
“Silk  Road  economic  belt”.  He  sealed  the 
idea  with  tens  of  billions  of  dollars  in  road, 
rail  and  pipeline  projects,  all  of  them  lead¬ 
ing  to  China. 

China’s  money  in  Central  Asia  is  wel¬ 
come.  The  region  will  feel  the  pinch  as 


nato’s  operations  wind  down  in  Afghan¬ 
istan.  Kyrgyzstan  and  Tajikistan,  the  poor¬ 
est  countries  in  Central  Asia,  will  be  hard¬ 
est  hit.  Gas-rich  Uzbekistan,  the  hub  of 
nato’s  so-called  northern  distribution 
network,  will  also  take  a  knock.  Kazakh¬ 
stan  and  Turkmenistan  will  lose  lucrative 
fuel  contracts. 

In  Bishkek,  Kyrgyzstan’s  capital,  the 
prime  minister,  Jantoro  Satybaldiyev,  can¬ 
not  say  how  the  country  will  make  up  the 
annual  $6om  in  rent  from  Manas,  nearly 
3%  of  the  national  budget,  or  the  additional 
$8om  spent  by  the  base  each  year.  The  imf 
warns  of  economic  “headwinds”.  Bear  in 
mind  that  Russia  does  not  always  deliver 
on  its  promises  of  help. 

Americans  insist  that  considerable  mil¬ 
itary  aid-often  labelled  as  being  for  “coun- 
ter-narcotics”-will  continue  to  help  Cen¬ 
tral  Asian  governments.  But  such  aid  does 
little  for  America’s  reputation  among 
those  who  care  about  the  region’s  atro¬ 
cious  human-rights  record  or  its  rotten  go¬ 
vernance.  In  Tajikistan,  for  example,  the 
same  elite  troops  who  received  over  $3m 
in  2012  killed  tens  of  civilians  that  year  in  a 
mysterious  operation  the  government  re¬ 
fuses  to  discuss.  Alexander  Cooley,  an  ex¬ 
pert  on  the  region  at  Barnard  College  in 
New  York,  says  it  is  the  price  of  American 
expediency. 

In  2005,  after  the  Americans  criticised 
Uzbekistan  for  massacring  hundreds  of  ci¬ 
vilians  in  Andijan  in  the  east  of  the  coun¬ 
try,  the  Uzbek  government  told  them  to  va¬ 
cate  their  base  at  Karshi-Khanabad.  With 
America  needing  Central  Asian  logistical 
support  for  its  operations  in  Afghanistan, 
expediency  was  understandable. 

Less  understandable  is  that,  in  four  of 
the  region’s  five  countries  (Kyrgyzstan,  a 
struggling  democracy,  is  the  exception), 
American  aid  budgets  are  shrinking,  in¬ 
cluding  for  language  training  and  other 
education.  The  stinginess  does  not  help  to 
sustain  or  spread  American  influence. 

What  of  business  prospects  drawing 
Americans  into  the  region?  Kazakhstan, 
where  the  largest  oilfield  outside  the  Mid¬ 
dle  East  is  expected  to  be  operating  soon, 
remains  the  most  attractive  of  the  Central 
Asian  economies.  Turkmenistan  and  Uz¬ 
bekistan  are  energy-rich  but  opaque.  In¬ 
vestment  there  requires  a  huge  appetite  for 
risk.  Kyrgyzstan  and  Tajikistan  are  as 
plagued  as  their  neighbours  by  corruption 
and  unpredictability,  but  have  less  to  offer 
in  terms  of  business  potential. 

A  senior  American  official  promises 
that  the  military  will  not  abandon  Central 
Asia  after  leaving  Afghanistan.  The  trouble 
is  that  American  military  aid  helps  dicta¬ 
tors  consolidate  their  power,  leaving  en¬ 
trenched  authoritarian  regimes  running 
shoddy  states,  rather  than  countries  resil¬ 
ient  enough  to  face  threats  from  Afghani¬ 
stan  or  to  allow  legitimate  opposition  from 
within.  ■ 
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SHAOSHAN 

The  chairman’s  birthday  this  month  will  put  Xi  Jinping  to  the  test 


Mao  Zedong 

Merry  Mao-mas! 


THE  village  of  Shaoshan  in  the  green 
hills  of  Hunan  province  in  east-central 
China  is  gearing  up  for  a  big  party  on  De¬ 
cember  26th:  the  120th  birthday  of  its  most 
famous  son,  Mao  Zedong.  Debate  rages  in 
China  over  Mao’s  historical  role.  Some  call 
him  a  tyrant  for  the  violence  he  put  at  the 
heart  of  his  rule,  causing  the  deaths  of  tens 
of  millions  of  people.  Others  worship  him 
almost  as  a  god.  In  Shaoshan  he  is  a  mon¬ 
ey-spinner,  with  the  farmhouse  where  he 
was  born  attracting  millions  of  Chinese 
+ourists  every  year. 

For  President  Xi  Jinping  evaluating 
Mao’s  legacy  is  especially  tricky.  On  the  an¬ 
niversary  he  must  tread  a  careful  line. 
Since  he  took  over  as  Communist  Party 
chief  a  year  ago  Mr  Xi  has  shown  a  fond¬ 
ness  for  Maoist  rhetoric.  He  calls,  for  in¬ 
stance,  for  a  “mass  line”  campaign  to  re¬ 
store  the  party’s  traditional  values  and  a 
“rectification”  movement  to  purge  it  of  cor¬ 
ruption.  Mr  Xi’s  willingness  to  show  off 
his  grip  on  power  suggests  a  leadership 
style  more  evocative  of  the  Mao  era  than 
of  the  grey  consensus  of  recent  years.  Earli¬ 
er  this  year  he  is  reported  to  have  told  Vlad¬ 
imir  Putin,  the  Russian  president,  that  “you 
and  I  have  very  similar  characters”. 

Yet  in  ideological  terms,  Mr  Xi  is  no 
Maoist.  This  month’s  anniversary  is  proba¬ 
bly  a  headache  he  could  do  without.  In  No¬ 
vember,  at  a  landmark  plenum,  the  party’s 
central  committee  adopted  a  resolution 


which,  in  economic  terms,  aims  to  shift 
China  even  further  from  Maoism  than  the 
late  reformer,  Deng  Xiaoping,  attempted. 
Market  forces,  it  ruled,  would  henceforth 
play  a  “decisive  role”  in  the  economy. 

Still,  Mao  continues  to  exert  a  powerful 
influence  over  the  party  and  public  opin¬ 
ion.  Mr  Xi  dares  not  play  down  Mao’s 
“contributions”  for  fear  that  outright  de- 
Maoification  could  fatally  weaken  the 
party’s  grip.  A  recent  article  in  the  party’s 
mouthpiece,  the  People’s  Daily,  said  that  a 
big  reason  for  the  collapse  of  the  Soviet 
Union-an  unadulterated  tragedy,  it  was 
naturally  understood-was  the  “negation 
of  Lenin  and  other  [historical]  leaders”.  As 
Communist  China’s  founder  as  well  as  the 
leader  most  noted  for  brutal  excess,  Mao  is 
Lenin  and  Stalin  rolled  into  one. 

At  December’s  birthday  celebrations, 
some  sense  an  opportunity  At  one  end  of 
the  political  spectrum  are  liberals  who 
want  Mr  Xi  and  China’s  new  generation  of 
leaders  to  repudiate  Mao  as  a  prelude  to 
far-reaching  political  reform.  At  the  other 
end  are  diehard  or  born-again  Maoists 
who  revere  the  late  chairman  as  an  em¬ 
bodiment  of  anti-Western  nationalism. 
They  want  Mao  to  be,  in  effect,  sanctified, 
with  December  26th  declared  a  national 
holiday.  In  recent  months,  both  ends  of  the 
spectrum  have  been  trying  to  push  their 
cases.  They  will  be  paying  close  attention 
to  what  Mr  Xi  has  to  say. 


He  will  be  wary  of  right  and  left.  This 
year  he  has  clamped  down  on  free  expres¬ 
sion,  with  police  rounding  up  many  liberal 
bloggers  and  civil-society  activists.  But  left¬ 
ists  also  suffered  a  blow  with  the  sentenc¬ 
ing  in  September  of  their  hero,  Bo  Xilai,  to 
life  in  prison  for  corruption  and  abuse  of 
power.  As  party  chief  of  the  south-western 
region  of  Chongqing,  Mr  Bo  played  up  to 
the  Maoists  by  encouraging  the  public 
singing  of  Mao-era  songs  and  displaying  a 
pro-poor  populism  reminiscent  of  Mao’s. 
Mr  Xi  does  not  want  to  encourage  criticism 
of  Mao,  but  neither  does  he  want  to  en¬ 
courage  supporters  of  Mr  Bo,  who  was  a 
political  rival. 

Neither  left  nor  right  will  easily  be  si¬ 
lenced,  however.  This  anniversary  of 
Mao’s  birth  is  the  first  significant  one  in  the 
age  of  online  social  media,  which  despite 
attempts  at  censorship  have  given  ordin¬ 
ary  Chinese  unprecedented  opportunity 
to  engage  in  public  debate.  Through  their 
blogs  and  websites,  Maoists  have  urged 
that  December  26th  be  declared  “Mao  Ze¬ 
dong  shengdanjie”.  The  term  shengdanjie 
literally  means  “sacred-birth  festival”  and 
also  happens  to  be  the  Chinese  word  for 
Christmas.  They  note  that,  given  the  time 
difference  between  West  and  East,  China’s 
Mao-mas  overlaps  with  Western  celebra¬ 
tions  of  Jesus’s  birth.  Thus,  as  one  vitriolic 
leftist  website  put  it,  “Westerners  with  yel¬ 
low  hair  and  blue  eyes  and  big  noses  cele¬ 
brate  their  fictitious  shengdanjie”  on  the 
same  day  as  Chinese  and  the  “global  prole¬ 
tariat”  celebrate  the  “real”  one  of  Mao. 

Mr  Xi  will  resist  the  temptation  of  such 
calls,  although  Beijing’s  opera  house  is  put¬ 
ting  on  a  performance  of  Mao  “carols”  on 
December  25th  to  celebrate  his  birthday. 
He  is  also  likely  to  be  wary  of  visiting 
Shaoshan,  the  Maoists’  Bethlehem.  Mr  Xi 
went  to  Hunan  province  in  early  Novem-  ►► 
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►  ber  but  raised  eyebrows  by  failing  to  in¬ 
clude  Shaoshan  in  his  tour.  On  November 
26th  he  even  visited  the  birthplace  of  Con¬ 
fucius,  in  the  eastern  city  of  Qufu,  becom¬ 
ing  the  first  party  chief  to  do  so  in  two  de¬ 
cades.  Maoists  have  little  truck  with  the 
ancient  philosopher.  When  they  com¬ 
plained  bitterly  after  the  authorities  put  up 
a  statue  of  him  near  Beijing’s  Tiananmen 
Square  in  2011,  it  was  promptly  removed. 

Mr  Xi  paid  a  low-key  visit  to  Shaoshan 
in  2011  when  still  vice-president.  A  muse¬ 
um  there  recounts  that  he  remarked  during 
his  trip  that  Mao  had  saved  his  father  from 
execution  by  leftist  guerrillas  in  1935,  nearly 
two  decades  before  Mr  Xi  was  born.  “One 
could  say  that  without  Mao  my  father 
would  have  been  no  more;  without  Mao 
there  would  be  no  Xi  Jinping  today.  I  will 
never  forget  this  loving  kindness.”  Liberals 
have  little  to  look  forward  to.  ■ 


Judicial  reform 

Court  orders 


BEIJING 

It  turns  out  that  torturing  people  for 
confessions  isn’t  all  right  after  all 

EARLIER  this  year  the  Supreme  People’s 
Court  sent  a  letter  to  a  top  Chinese 
leader  with  the  information  that  courts 
were  not  working  quite  as  they  should. 
They  were  being  meddled  with,  and  not 
allowed  to  do  their  jobs  independently. 
Sometimes  people  were  being  convicted 
for  crimes  they  had  not  committed. 

The  letter,  described  last  month  by 
Southern  Metropolis  Daily,  a  Guangdong- 
based  newspaper,  marked  the  beginning 
of  a  remarkable  shift  in  official  attitudes  to¬ 
wards  the  judicial  system  in  China.  The 
shift  culminated  at  a  plenum  of  the  Com¬ 
munist  Party’s  central  committee  in  No¬ 
vember.  It  declared  that  henceforth  the 
criminal-justice  system  should  end  false 
confessions  gained  by  torture,  abolish  “re¬ 
education  through  labour”  camps,  reduce 
the  number  of  crimes  punishable  by  death 
and  be  more  independent  and  transpar¬ 
ent.  Police,  prosecutors  and  judges  should 
“protect  human  rights”  and  “let  the  masses 
feel  equality  andjustice  in  every  verdict.” 

What  to  make  of  all  this?  The  party’s  de¬ 
finitions  of  human  rights,  equality  andjus¬ 
tice  are  different  from  a  democracy’s-as  is 
its  definition  of  democracy.  There  is  cer¬ 
tainly  no  talk  of  placing  the  party  under 
the  law.  Yet  words  matter.  They  are  intend¬ 
ed  to  soothe  a  public  increasingly  aghast 
over  miscarriages  of  justice,  and  to  dis¬ 
courage  people  from  venting  their  com¬ 
plaints  outside  the  legal  system,  on  the  in¬ 
ternet  or  in  the  form  of  petitions  presented 
to  their  rulers. 


The  author  of  the  letter  earlier  this  year 
has  not  been  identified  publicly  but  it  is 
likely  to  have  been  the  new  president  of 
the  Supreme  People’s  Court,  Zhou  Oiang. 
Unlike  his  predecessor,  he  has  a  law  de¬ 
gree.  In  May  Mr  Zhou’s  top  deputy  com¬ 
plained  of  political  interference  forcing 
wrongful  convictions  and  argued  that  it 
would  be  preferable  to  let  a  guilty  man  go 
free  than  to  imprison  someone  who  was 
innocent.  He  cited  a  case  in  which  two 
men  in  Zhejiang  province  had  been  forced 
through  torture  to  confess  to  rape  and  mur¬ 
der  and  wrongfully  imprisoned-causing  a 
public  uproar. 

In  June  the  Ministry  of  Public  Security 
issued  a  warning  not  only  against  tortur¬ 
ing  suspects,  but  also  against  setting  unrea¬ 
sonable  targets  for  closing  cases  (jurisdic¬ 
tions  often  boast  of  solving  100%  of 
murder  cases).  In  July  a  senior  prosecutor 
declared  that  in  every  wrongful  conviction 
the  suspects  had  been  tortured  into  con¬ 
fessing.  In  August  the  party’s  powerful  po¬ 
litical-legal  committee  issued  regulations 
for  preventing  wrongful  convictions.  And 
in  October  the  supreme  court  urged  judges 
to  be  more  independent  of  the  influence  of 
power,  money  and  political  connections. 
They  must  resist  all  forms  of  “local  and  de¬ 
partmental  protectionism”. 

The  document  from  the  plenum  also 
suggests  a  desire  to  shieldjudges  from  local 
meddling.  This  could  mean  moving  deci¬ 
sions  over  judicial  appointments  to  a  high¬ 
er  tier  of  government,  perhaps  the  provin¬ 
cial  level.  Local  officials  will  resist  such  a 
switch.  Yet  party  leaders  do  not  propose 
giving  up  political  control  of  the  courts; 
they  just  do  not  want  local  officials  always 
to  rig  cases  to  their  advantage.  Nicholas  Be- 
quelin  of  Human  Rights  Watch  in  Hong 
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Kong  characterises  this  as  a  pragmatic  shift, 
from  indiscriminate  meddling  to  “rational 
interference”.  On  November  21st  the  su¬ 
preme  court  appeared  to  go  further.  While 
spelling  out  what  it  deemed  to  be  torture, 
the  court  also  said  that  local  officials 
should  not  use  the  broad  policy  of  “main¬ 
taining  stability”  as  an  excuse  to  contra¬ 
vene  people’s  rights. 

The  court’s  statements  do  not  have  the 
force  of  law,  such  as  it  is.  The  question  is 
whether  the  police  and  security  apparatus, 
more  powerful  than  the  courts,  will 
choose  to  listen.  In  2006  Luo  Gan,  then 
head  of  the  party’s  political-legal  commit¬ 
tee  and  a  former  policeman,  stressed  that 
social  stability  was  paramount  in  deciding 
cases.  He  warned  that  advocates  of  “rights 
protection”  were  pawns  of  “hostile  foreign 
forces”.  His  successor,  Zhou  Yongkang,  also 
decreed  that  maintaining  stability  was 
more  important  than  protecting  individual 
rights. 

Many  of  the  old  guard  are  no  longer  in 
power.  Mr  Zhou,  damaged  by  his  associa¬ 
tion  with  a  fallen  former  Politburo  mem¬ 
ber,  Bo  Xilai,  has  seen  his  patronage  net¬ 
work  besieged  by  a  series  of  corruption 
investigations.  His  successor,  Meng 
Jianzhu,  another  former  head  of  police  (as 
was  Mr  Zhou),  lacks  a  seat  on  the  Politbu¬ 
ro’s  standing  committee. 

Still,  a  broader  crackdown  against  inde¬ 
pendent  voices  outside  the  party  contin¬ 
ues.  Human-rights  lawyers  remain  targets 
of  repression  and  intimidation.  Scholars 
say  the  party  does  not  want  a  phalanx  of 
pugnacious  lawyers  taking  every  dispute 
to  court.  So  the  system  will  still  fall  far 
short.  But  as  Mr  Bequelin  points  out,  it  is 
better  to  have  a  good  system,  even  on  pa¬ 
per,  than  a  bad  one.  ■ 
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China  seems  to  be  winning  its  arguments  with  the  West  over  Tibet  and  human  rights 


HYPOCRISY  does  not  make  you  wrong,  but  it  hands  your  crit¬ 
ics  a  convenient  weapon.  When  David  Cameron,  Britain’s 
prime  minister,  visited  Sri  Lanka  for  the  recent  Commonwealth 
summit,  he  was  right  to  insist  loudly  and  publicly  on  the  need  for 
a  proper  investigation  into  the  carnage  at  the  end  of  its  civil  war  in 
2009.  But  this  week,  on  his  next  trip  to  Asia,  that  robust  riling  of 
his  hosts  laid  him  open  to  charges  of  double  standards,  as  he  in¬ 
dulged  in  three  days  of  conciliatory  schmoozing  in  China. 

Neither  Sri  Lanka’s  nor  China’s  government  would  be  sur¬ 
prised  that  the  passion  for  truth  and  justice  aired  so  volubly  in 
Colombo  was  buried  far  deeper  in  Mr  Cameron’s  luggage  in  Bei¬ 
jing.  Neither  accepts  that  Western  “meddling”  in  their  internal  af¬ 
fairs  on  issues  such  as  human  rights  flows  from  a  genuine  belief 
in  universal  principles.  Rather,  they  see  it  as  a  self-serving  dip¬ 
lomatic  optional  extra,  to  be  discarded  as  soon  as  it  jeopardises 
other  interests.  And  China,  unlike  Sri  Lanka,  is  powerful  enough 
to  make  Western  leaders  hold  their  tongues. 

Of  course  Western  governments  would  deny  this  stoutly.  Dis¬ 
cussion  of  human  rights,  Britain  says,  is  an  integral  part  of  its  rela¬ 
tionship  with  China.  The  two  countries  have  held  20  rounds  of  a 
bilateral  dialogue  on  the  issue  and  British  leaders  raise  it  at  every 
opportunity.  But  the  20th  round  was  two  years  ago;  and  there  is 
little  evidence  that  Chinese  leaders  see  the  harping  on  human 
rights  in  private  exchanges  as  more  than  an  irritating  quirk,  like 
the  British  fondness  for  talking  about  the  weather. 

So  the  version  of  Mr  Cameron’s  visit  to  China  believed  by 
many  observers  is  one  in  which  he  has  swallowed  a  big  chunk  of 
humble  pie.  After  he  met  Tibet’s  exiled  spiritual  leader,  the  Dalai 
Lama,  in  London  last  year,  an  incensed  China  froze  him  and  his 
country  out.  British  business  complained  it  was  losing  out  to 
European  competitors.  Mr  Cameron  had  to  reconfirm  that  Britain 
does  not  advocate  Tibetan  independence  and  say  that  he  had  no 
plans  to  meet  the  Dalai  Lama  again. 

Only  then  did  China  welcome  him  back,  at  the  head  of  the 
biggest  British  trade  mission  ever  to  go  there.  In  the  circum¬ 
stances,  he  could  not  risk  making  provocative  public  statements 
about  China’s  “internal  affairs”.  It  seems  unlikely  that  the  leader 
of  any  big  European  country  will  receive  the  Dalai  Lama  again. 
This  week  Global  Times,  a  Communist  Party  paper,  crowed  that 


Britain,  France  and  Germany  dare  not  jointly  provoke  China 
“over  the  Dalai  Lama  issue”.  Even  America’s  Barack  Obama  de¬ 
layed  meeting  the  Dalai  Lama  until  after  his  first  visit  to  China  in 
2009,  tacitly  conceding  China’s  point  that  the  meeting  was  not  a 
matter  of  principle,  but  a  bargaining  chip. 

If  China  is  getting  its  way  diplomatically  on  Tibet,  it  is  not  be¬ 
cause  repression  there  has  eased.  Over  the  past  two  years,  more 
than  120  Tibetans  have  set  fire  to  themselves  in  protest.  This 
week,  exiles  reported  the  sentencing  of  nine  Tibetans  for  alleged 
separatist  activity.  Similarly,  although  freedoms  for  the  majority 
in  China  have  expanded,  dissidents  are  still  persecuted.  The  most 
famous  of  them,  Liu  Xiaobo,  winner  of  the  2010  Nobel  peace 
prize,  remains  in  jail  for  no  more  than  advocating  peaceful,  incre¬ 
mental  political  reform. 

China  has  succeeded  in  shifting  human  rights  and  Tibet  far 
down  the  agenda  of  its  international  relations  for  three  reasons. 
One,  of  course,  is  its  enormous  and  still  fast-growing  commercial 
clout.  Not  only  is  it  an  important  market  for  sluggish  Western 
economies.  It  is  also  a  big  potential  investor-in  high-speed  rail 
and  nuclear  projects  in  Britain,  for  example. 

Second,  alarm  at  China’s  expanding  military  capacity  and  its 
assertive  approach  to  territorial  disputes  is  also  demanding  for¬ 
eign  attention  Joe  Biden,  the  American  vice-president,  arrived  in 
Beijing  from  Tokyo  on  December  4th.  Liu  Xiaobo  and  Tibet  may 
have  been  among  his  talking-points,  but  a  long  way  below  Chi¬ 
na’s  declaration  last  month  of  an  Air  Defence  Identification  Zone 
(adiz)  over  islands  disputed  with  Japan,  and  the  economic  is¬ 
sues  on  which  he  had  hoped  to  concentrate. 

A  third  factor  is  China’s  tactic  of  linking  foreign  criticism  to 
economic  and  strategic  issues.  Global  Times,  not  satisfied  with 
Mr  Cameron’s  contrition,  used  his  visit  to  chide  Britain  for  the 
support  it  has  shown  Japan  over  the  adiz,  and  for  its  alleged  fo¬ 
menting  of  trouble  in  Hong  Kong.  China  might  argue  that  linkage 
is  something  it  learned  from  the  West,  and  the  days  when  its  nor¬ 
mal  trading  ties  with  America  were  hostage  to  human-rights  con¬ 
cerns.  But  now  China  itself  seems  happy  to  use  commercial  pres¬ 
sure  to  bully  Japan  or  Britain,  for  example. 

That  democracy  thing 

It  is  also  an  advantage  for  China  that  the  country  is  not  much  of 
an  issue  in  the  internal  politics  of  its  Western  partners.  No  West¬ 
ern  government  faces  a  threat  from  an  anti-government  Chinese 
diaspora,  let  alone  a  Tibet  lobby.  By  contrast,  Sri  Lankan  politi¬ 
cians  like  to  point  out  that  their  fiercest  foreign  critics  are  in  coun¬ 
tries,  such  as  Britain  and  Canada,  where  governments  seek  the 
votes  of  ethnic-Tamil  Sri  Lankan  emigres,  some  of  whom  sympa¬ 
thise  with  the  Tamil  Tiger  rebels  routed  in  2009.  Canada’s  prime 
minister,  Stephen  Harper,  boycotted  the  Commonwealth  sum¬ 
mit.  So  did  Manmohan  Singh,  prime  minister  of  India,  where  the 
Tamil  vote  is  of  even  greater  importance.  Neither  Mr  Singh  nor 
Mr  Harper  has  any  qualms  about  courting  China’s  leaders. 

Moreover,  with  domestic  economies  in  the  doldrums,  West¬ 
ern  voters  seem  not  to  want  their  leaders  grandstanding  on  is¬ 
sues  of  moral  principle  abroad.  In  America,  for  example,  for  the 
first  time  in  nearly  40  years  of  surveys,  one  just  published  by  Pew 
Research  found  more  than  half  (52%)  of  respondents  agreeing 
that  America  should  “mind  its  own  business  internationally”.  So 
Western  leaders  have  few  incentives  to  act  tough  in  Chinai,  and 
plenty  of  reasons  to  tone  down  their  criticisms  of  its  government. 
But  hypocrisy  does  not  make  you  right,  either.  ■ 
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Africa  and  France 

New  ways  to  play  an  old  song 


PARIS 

With  French  soldiers  once  again  on  their  way  south,  how  much  has  changed  in 
military  relations? 


WHEN  President  Francois  Hollande 
welcomes  African  heads  of  state  to 
Paris  on  December  6th  for  a  summit  on 
peace  and  security,  he  will  be  well-briefed. 
For  weeks  he  has  been  preparing  to  dis¬ 
patch  troops  on  a  mission  to  restore  securi¬ 
ty— if  not  peace— to  the  heart  of  their  conti¬ 
nent.  On  December  5th  the  un  Security 
Council  was  preparing  to  authorise  a 
peacekeeping  operation  in  the  Central  Af¬ 
rican  Republic  (car),  led  by  1,000  French 
soldiers.  Their  mandate  is  to  break  a  cycle 
of  violence  in  the  former  colony  that  has 
been  described  as  “pre-genocidal”. 

One  paradox  will  not  be  lost  on  those 
attending  the  banquets  and  seminars  in 
Paris.  Mr  Hollande  says  that  “Africans 
must  themselves  guarantee  their  security 
in  Africa”,  as  he  put  it  in  a  speech  earlier 
this  year.  He  will  repeat  the  message  to  Af¬ 
rican  leaders  gathered  at  the  Elysee  Palace, 
promising  French  logistics  and  planning 
support  for  regional  peacekeeping  forces 
so  that  they  can  take  on  the  task  more  con¬ 
vincingly.  Yet  he  finds  himself  on  the  cusp 
of  his  second  military  intervention  on  the 
continent  this  year,  having  sent  French 
troops  into  Mali  in  January  to  fight  Islamist 
extremists  (see  next  story). 

Five  years  ago,  a  defence  review  under 
his  centre-right  predecessor,  Nicolas  Sar¬ 
kozy,  concluded  that  France  needed  to  shift 
its  military  focus  from  sub-Saharan  Africa 
towards  a  “strategic  arc”  of  instability 
reaching  from  the  Maghreb  to  the  Horn  of 


Africa  and  the  Gulf.  To  this  end,  Mr  Sarkozy 
shut  France’s  permanent  military  base  in 
Senegal,  one  of  three  on  the  continent,  kept 
one  in  Djibouti,  and  opened  another  in 
Abu  Dhabi,  its  first  in  the  Gulf.  It  was  not  a 
withdrawal  from  Africa,  officials  stressed 
at  the  time,  but  a  response  to  a  changing  se¬ 
curity  threat. 

The  strategy  appealed  to  those  keen  to 
turn  the  page  onfrangafrique,  that  tangle  of 
informal  ties  between  France  and  its  for¬ 
mer  colonies  kept  in  place  by  arms  deals, 
business  contracts  and  political  favours, 
which  Mr  Sarkozy  said  belonged  to  a  “by¬ 
gone  era”.  It  made  good  financial  sense  at  a 
time  when  the  French  defence  budget  was 
being  squeezed.  It  also  dealt  with  frustra¬ 
tions  in  France  that  the  former  colonial 
power  was  playing  regional  gendarme  in 
Africa,  while  China,  India  and  other 
emerging  economic  powers  secured  more 
of  the  commercial  rewards.  As  a  French  re¬ 
port  published  on  December  4th  points 
out,  China  is  now  the  world’s  biggest  ex¬ 
porter  to  the  continent.  France  languishes 
in  fifth  place. 

Since  that  defence  review,  however, 
growing  insecurity  across  the  region,  from 
the  Sahel  to  the  Great  Lakes,  has  made  it 
hard  for  France  to  sit  on  the  sidelines  mili¬ 
tarily.  Regional  African  forces  are  in  better 
shape  than  they  were,  but  they  still  strug¬ 
gle  to  respond  to  an  emergency.  The  insta¬ 
bility  and  seepage  of  arms  generated  by 
the  Arab  spring,  the  entrenchment  of  al- 


Oaeda  and  other  terrorist  networks  in  the 
Sahel  and  northern  Nigeria,  the  increased 
hostage-taking  of  French  nationals— all 
raise  the  spectre  of  an  “Afrighanistan”  to 
Europe’s  south,  focusing  French  minds  and 
putting  security  back  at  the  top  of  the  agen¬ 
da,  as  this  week’s  summit  suggests. 

At  first  glance,  more  French  meddling 
might  look  like  a  resumption  of  old  ways. 
But  there  has  been  a  shift  in  thinking  about 
the  nature  of  intervention,  which  began  at 
the  end  of  Mr  Sarkozy’s  watch.  In  2011, 
stung  by  accusations  of  complicity  with 
deposed  north  African  leaders,  he  sent 
French  soldiers  to  oust  Laurent  Gbagbo  in 
Ivory  Coast,  who  had  refused  to  accept  de¬ 
feat  at  the  polls.  In  Mali,  Mr  Hollande  built 
further  credibility  for  French  intervention. 
The  idea  is  that,  by  acting  in  consultation 
with  regional  leaders  and  alongside  Afri¬ 
can  forces,  France  can  operate  more  effi¬ 
ciently,  get  out  faster  and  restore  influence 
on  a  continent  otherwise  looking  to  China, 
America  and  elsewhere. 

The  car  mission,  named  Sangaris  after 
a  local  butterfly,  will  be  a  big  test.  It  re¬ 
sponds  to  a  humanitarian  crisis.  In  this 
mostly  Christian  and  animist  country 
(though  with  a  big  Muslim  minority),  at 
least  400,000  people,  nearly  a  tenth  of  the 
population,  have  fled  their  homes  amid 
horrific  violence.  But  France  also  sees  the 
car  as  a  strategic  matter.  The  collapse  of 
the  state  in  this  landlocked,  mineral-rich 
country,  with  a  history  of  military  coups 
and  borders  with  six  countries  involved  in 
regional  conflicts,  could  draw  in  terrorists 
and  traffickers,  destabilising  the  region. 

“One  of  the  lessons  of  Mali  is  that 
French  military  bases  are  extremely  useful 
and  enable  us  to  act  immediately,”  says  Ca¬ 
mille  Grand,  director  of  the  Foundation  for 
Strategic  Research,  a  Paris-based  think- 
tank.  In  Bangui,  the  car  capital,  some  400 
soldiers  are  already  guarding  the  airport;  ►► 
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►  logistics  specialists  began  to  arrive  this 
week,  and  a  French  military  convoy  is  on 
its  way  from  neighbouring  Cameroon. 
Meanwhile  many  political  and  military 
leaders  in  the  region  sit  on  their  hands-if 
they  are  not  jetting  to  Paris.  Thanks  to  the 
swift  French  deployment,  some  armed 
gangs  loyal  to  the  mostly  Muslim  Seleka  re¬ 
bellion  are  said  to  be  heading  out  of  Ban¬ 
gui  already. 

France  insists  that  its  effort  amounts  to  a 
“bridging  force”,  designed  merely  to  re¬ 
store  order  while  a  regional  peacekeeping 
force  of  2,000  men  is  prepared  for  the  job. 
Jean-Yves  Le  Drian,  the  French  defence 
minister,  thinks  this  may  take  six  months. 
“We  are  not  there  to  replace  the  African 
force,  but  to  strengthen  it,”  says  an  official. 
Yet  the  great  difficulty,  both  in  the  short  run 
and  beyond,  is  as  always  building  up  a 
credible  regional  alternative.  When  French 
forces  first  went  into  Mali,  Laurent  Fabius, 
the  foreign  minister,  said  that  the  main  op¬ 
eration  would  be  a  “question  of  weeks”. 
Nearly  a  year  later,  2,800  French  soldiers 
are  still  there  on  the  ground.  ■ 


Mali's  recovery 

Taken  down  a  peg 


BAMAKO 

A  former  coup  leader  is  dragged  to  court 

IT  SEEMS  unlikely  that  Amadou  Sanogo 
will  be  remembered  for  much  other  than 
his  incompetence.  The  Malian  army  cap¬ 
tain  bungled  his  way  to  power  last  year  as 
leader  of  a  coup,  clearing  the  way  for  eth¬ 
nic  rebels  and  religious  extremists  to  take 
over  half  the  country.  His  clumsy  postur¬ 
ing  isolated  Mali  diplomatically  and 
brought  it  close  to  ruin.  Only  popular  dis¬ 
content  and  bloodthirsty  supporters  lent 
the  captain-a  man  of  much  ego  and  little 
talent-a  measure  of  power.  Until  now. 

On  November  27th,  troops  loyal  to  a 
new  civilian  government  frogmarched  the 
strongman  to  court  where  he  was  indicted 
for  kidnapping  and-according  to  some- 
murder  and  conspiracy.  Until  recently,  de¬ 
taining  Mr  Sanogo  might  have  sparked  vio¬ 
lence.  But  Mali’s  president,  Ibrahim  Bouba- 
car  Keita,  has  prepared  the  ground  since  his 
election  in  August,  quietly  purging  suppor¬ 
ters  of  the  junta  and  isolating  their  chief. 
Almost  inevitably  in  the  febrile  world  of 
Malian  politics,  some  accuse  the  president 
of  playing  a  double  game,  publicly  perse¬ 
cuting  Mr  Sanogo  while  privately  shield¬ 
ing  him-perhaps  to  head  off  an  interna¬ 
tional  prosecution.  But  the  fact  remains 
that  Mr  Keita  is  now  fully  in  charge. 

Human-rights  groups  hailed  the  indict¬ 
ment  on  behalf  of  the  coup’s  victims,  in¬ 


cluding  dozens  of  soldiers  tortured  and 
killed.  Some  speak  optimistically  of  judi¬ 
cial  “independence”  and  “the  fight  against 
impunity”.  But  whether  the  arrest  of  the 
strongman  and  28  other  soldiers  repre¬ 
sents  a  real  commitment  to  the  rule  of  law 
is  doubtful.  There  is  “no  possibility  of  the 
judiciary  having  the  power  to  do  this 
alone,”  says  a  Bamako-based  diplomat. 
“Orders  came  from  the  top.” 

Mali’s  rotten  institutions  are  still  in  des¬ 
perate  need  of  repair.  For  all  the  talk  of  a 
fresh  start  after  the  French  intervention  to 
defeat  ethnic  rebels  and  religious  extrem¬ 
ists  earlier  this  year,  electoral  politics  has 
changed  little  since  Mr  Sanogo  led  his  ini¬ 
tially  popular  coup.  Parliamentary  elec¬ 
tions— a  second  round  is  scheduled  for  De¬ 
cember  isth-could  herald  the  return  of 
many  corrupt  insiders. 

As  if  any  reminders  of  the  bad  old  days 
were  needed,  Malian  soldiers  opened  fire 
on  ethnic  Tuareg  protesters  on  November 
28th,  wounding  at  least  three.  Hours  later, 
the  main  Tuareg  rebel  group,  which  started 
the  uprising  last  year,  withdrew  from  na¬ 
tional  peace  talks.  Such  grandstanding-a 
useful  means  of  signalling  displeasure  and 
keeping  supporters  happy-is  nothing 
new,  and  the  presence  of  French  troops 
and  un  peacekeepers  should  prevent  a  re¬ 
sumption  of  hostilities.  But  it  will  do  little 
to  ease  a  fraught  reconciliation  process 
overshadowed  by  broken  promises  and 
mutual  suspicion. 

Given  the  political  climate,  it  is  by  no 
means  certain  that  Mr  Sanogo  will  face  jus¬ 
tice  for  his  crimes,  let  alone  go  to  prison. 
Moussa  Traore,  a  former  dictator  twice 
sentenced  to  death,  leads  a  lavish  existence 
on  the  capital’s  outskirts,  where  the 
grounds  of  his  mansion  roll  down  to  the 
dazzling  waters  of  the  Niger  river.  With 
luck,  Mr  Sanogo’s  detention  will  at  least 
mark  his  exit  from  political  life.  ■ 


Sanogo  as  he  sees  himself 


Malawi's  mess 

Banda  and  the 
bandits 

LILONGWE 

The  looting  of  public  money  is  a 
symptom  of  a  deeper  malaise 

A  CRUISE  through  Area  43,  a  pleasant 
suburb  of  Lilongwe,  Malawi’s  capital, 
takes  one  past  the  high-walled  homes  of 
political  leaders  to  a  single-storey  private 
medical  clinic.  Around  midnight  on  Sep¬ 
tember  13th,  Paul  Mphwiyo,  an  official  at 
the  national  treasury,  was  treated  there  for 
gunshot  wounds  sustained  outside  his 
home.  Mr  Mphwiyo  survived.  But  the 
shooting  brought  into  the  open  a  scandal 
that  has  led  to  dozens  of  arrests,  including 
of  government  ministers,  and  a  freeze  of 
foreign  aid,  which  accounts  for  40%  of  the 
budget.  The  scam-dubbed  “cashgate”- 
has  raised  deep  questions  about  Malawi’s 
dependence  on  aid,  its  stubborn  poverty 
and  its  inability  to  match  neighbours’  eco¬ 
nomic  growth. 

Joyce  Banda,  Malawi’s  president,  is¬ 
sued  a  statement  saying  Mr  Mphwiyo  was 
attacked  to  stop  him  exposing  high-level 
fraud.  A  link  was  made  between  the  inci¬ 
dent  and  the  arrest  a  week  earlier  of  an  ac¬ 
counts  clerk  in  the  environment  ministry, 
who  was  found  with  $300,000  in  various 
currencies,  most  of  it  stuffed  into  the  boot 
of  a  new  Toyota.  Police  were  alerted  to  the 
cash  pile  by  the  clerk’s  housemaid,  who 
was  also  found  with  wads  of  banknotes. 

Other  tales  of  cash-rich  civil  servants 
quickly  emerged.  An  accountant  in  the 
president’s  office  was  arrested  for  fraudu¬ 
lent  payments  to  a  company  with  links  to* 
the  ruling  People’s  Party.  Mrs  Banda  re¬ 
turned  from  a  three-week  foreign  trip  to 
find  angry  protesters  on  Lilongwe’s  streets. 
She  fired  her  cabinet  but  then  reinstated  all 
but  four  ministers.  One  of  those  who  lost 
his  job  was  Ken  Lipenga,  the  finance  minis¬ 
ter.  Another  was  Ralph  Kasambara,  the  jus¬ 
tice  minister,  who  was  arrested  in  connec¬ 
tion  with  the  shooting  in  Area  43.  Mrs 
Banda,  who  came  to  power  last  year,  has 
said  the  looting  began  under  her  predeces¬ 
sor.  She  has  vowed  to  tackle  cashgate  even 
if  it  costs  her  the  next  election. 

Malawi’s  donors  worry  about  pouring 
money  into  a  leaking  pot  and  are  pushing 
for  lasting  reforms  and  better  economic  re¬ 
sults.  In  the  mid-1980s  neighbouring  Mo¬ 
zambique’s  income  per  head  was  less  than 
half  of  Malawi’s.  It  is  now  40%  higher.  One 
problem  is  that  Malawi  seems  unwelcom¬ 
ing  to  foreign  investment.  Take  Paladin  En¬ 
ergy,  an  Australian  firm  which  has  invest¬ 
ed  Ssoom  in  a  uranium  mine  at  Kayelekera 
in  northern  Malawi.  It  employs  740  people 
and  supports  many  other  jobs.  But  the 
slump  in  uranium  prices  after  the  Fukush-  ►► 
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►  ima  nuclear  disaster  means  the  mine  has 
never  been  profitable,  says  Greg  Walker, 
the  local  boss.  That  has  not  stopped  politi¬ 
cians  from  claiming  Malawi  got  a  raw  deal 
from  Paladin.  There  is  little  recognition  that 
the  furore  might  deter  other  investors. 

Commercial  folk  say  cashgate  is  a 
symptom  of  deeper  problems.  The  state- 
owned  electricity  company  struggles  to 
keep  the  lights  on  even  though  only  7%  of 
the  population  is  connected  to  the  grid. 
Power  cuts  add  to  the  high  cost  of  doing 
business  (Malawi  is  ranked  171st  out  of  189 
countries  by  the  World  Bank).  Getting  per¬ 
mits  to  hire  foreigners  can  take  months, 
says  Mathews  Chikaonda,  a  former  fi¬ 
nance  minister  who  is  now  boss  of  Press 
Corporation,  a  conglomerate.  Verifying  ti¬ 
tles  to  property  can  take  years,  delaying 
sales  and  bank  loans. 

Mrs  Banda  has  been  praised  for  reforms 
that  ended  shortages  of  fuel  and  other  im¬ 
ports.  The  economy  is  likely  to  grow  by  5% 
this  year.  But  Malawi  remains  the  region’s 
economic  laggard.  Perhaps  the  cashgate 
scandal  will  trigger  the  deep  reforms  need¬ 
ed  to  turn  its  fortunes  around.  ■ 


Mining  in  west  Africa 

Where’s  our  cut? 


CONAKRY 

Regional  governments  look  for  better 
deals  with  foreign  mining  firms 

THE  mining  town  of  Yekepa  in  Liberia’s 
Nimba  County  has  all  the  hallmarks  of 
a  boom:  an  Olympic-sized  swimming 
pool,  world-class  tennis  courts,  a  cinema 
and  a  golf  course.  But  the  boom  took  place 
two  decades  ago,  when  Yekepa  was 
known  to  Liberians  as  Little  New  York,  a 
town  where  many  prospered  until  the  civil 
war  that  broke  out  in  1989  tore  their  coun¬ 
try  apart  and  spread  its  poison  across  the 
region.  Now  there  is  new  hope,  albeit 
mixed  with  cynicism,  that  its  wealth  will 
trickle  down  to  the  people  as  the  mine  is 
exploited  again.  The  Nimba  mountains, 
straddling  the  borders  of  Liberia,  Guinea 
and  Ivory  Coast,  hold  one  of  the  world’s 
richest  deposits  of  iron  ore. 

The  Yekepa  mine,  opened  in  the  1950s 
by  a  Liberian-American-Swedish  com¬ 
pany,  was  the  country’s  first  large-scale 
one.  But  it  remained  dormant  throughout 
the  civil  war.  In  2006,  to  much  fanfare,  it 
was  restarted  by  a  multinational  steel  com¬ 
pany,  ArcelorMittal,  which  has  been  ex¬ 
porting  iron  ore  for  the  past  two  years.  Oth¬ 
er  companies,  such  as  bhp  Billiton  and 
China  Union,  are  now  active  too.  China 
Union  says  it  expects  to  start  shipping  ore 
soon.  Aureus  Mining,  a  Canadian  com¬ 
pany,  hopes  to  start  producing  gold  in  2015. 


Sable  Mining  Africa,  a  British  company,  is 
the  first  to  have  secured  permission  from 
Guinea’s  government  to  transport  iron  ore 
direct  to  the  Liberian  port  at  Buchanan, 
which  is  closer  to  Nimba  than  Conakry, 
Guinea’s  capital.  The  company  expects  to 
begin  production  and  start  transporting 
iron  ore  in  2015. 

Gold  has  long  been  west  Africa’s  domi¬ 
nant  mineral,  but  iron  ore  is  exciting  more 
interest,  says  Rolake  Akinola  of  Ecobank,  a 
pan-African  firm  founded  in  Nigeria.  The 
region  is  undeveloped  and  mining  firms 
are  busy  exploring  and  discovering  poten¬ 
tial  sites  even  as  they  develop  new  mines, 
he  says.  Yet  foreign  companies  will  not 
find  it  easy.  Infrastructure  is  poor,  geologi¬ 
cal  information  scanty,  land  ownership  of¬ 
ten  murky  and  institutions  weak,  especial¬ 
ly  in  countries  like  Liberia  and  Sierra  Leone 
that  have  been  ravaged  by  civil  war  and 
dictatorship.  Commodity  prices  have 
wobbled  and  some  big  companies  will  be 
wary  of  investing  until  the  legal  frame¬ 
work  is  more  robust. 

The  Revenue  Watch  Institute,  a  New 
York-based  lobby  promoting  better  man¬ 
agement  of  natural  resources  in  the  poor 
world,  has  helped  Guinea’s  government  to 
draw  up  a  new  mining  code,  which  re¬ 
quires  the  government  to  hold  at  least  15% 
of  the  equity  in  new  mines.  The  code  also 
sets  a  new  tax  regime  and  a  higher  thresh¬ 
old  for  foreign  investors.  This,  says  the  in¬ 
stitute’s  Patrick  Heller,  could  offer  a  model 
for  other  countries  in  the  region. 

Let’s  talk  again 

Guinea’s  government  is  reviewing  all  ex¬ 
isting  concessions,  as  is  Sierra  Leone’s. 
Mali’s  new  government  is  expected  to  fol¬ 
low  suit,  and  may  renegotiate  some  con¬ 
tracts.  Liberia  is  also  drafting  a  new  mining 
code.  Ghana’s  government  has  raised  tax¬ 
es  on  gold-mining  companies,  which  say 
their  operating  costs  will  rise  sharply. 

Michael  Keating  of  the  University  of 
Massachusetts,  Boston,  says  that  these  re¬ 
views  of  mining  codes  and  contracts  have 
been  instigated  by  Western  donors  who  do 
not  want  local  people  or  their  govern¬ 
ments  to  be  ripped  off.  But  investors  may 
be  deterred.  “It’s  one  thing  to  conduct  an 
inventory  and  another  to  go  back  to  con¬ 


cessionaires  and  attempt  to  renegotiate 
signed  contracts,”  he  says.  “Nothing  will 
scare  investors  away  faster  than  the  notion 
that  legally  signed  deals  can  be  nullified  at 
the  whim  of  a  government  agency.” 

Most  west  African  governments  have 
signed-or  pledged  to  sign-the  Extractive 
Industries  Transparency  Initiative  (eiti). 
The  eiti  tries  to  ensure  that  contracts  and 
accounts  of  taxes  and  revenue  generated 
by  concessions  are  open  to  public  scrutiny. 
But  that  is  easier  said  than  done.  Last  year 
Liberia’s  government  asked  a  British  ac¬ 
counting  firm,  Moore  Stephens,  to  carry 
out  an  audit  of  Liberian  mining  contracts 
signed  between  the  middle  of  2009  and 
the  end  of  2011.  The  audit,  published  last 
May,  found  that  62  of  the  68  concessions 
ratified  by  Liberia’s  parliament  had  not 
complied  with  laws  and  regulations.  The 
government  has  yet  to  take  action  after  a 
string  of  recommendations  emerged  from 
an  eiti  retreat  in  July. 

Regional  governments  also  fret  over  a 
practice  known  as  “concession  flipping”, 
whereby  foreign  mining  companies  that 
do  not  have  the  capacity  to  exploit  sites  sell 
their  concessions  to  larger  companies  for 
windfall  profits.  “Every  flip  is  essentially  a 
heist  on  the  government  exchequer,  with 
anonymous  offshore  firms  as  the  getaway 
car,”  says  Leigh  Baldwin  of  Global  Wit¬ 
ness,  a  London-based  lobby  that  fights  for 
fairer  deals  for  local  people  and  their  gov¬ 
ernments  from  mining  and  other  re¬ 
sources.  Concession  flipping,  he  adds,  is 
widespread  in  Africa.  The  Africa  Progress 
Panel,  headed  by  Kofi  Annan,  a  Ghanaian 
who  once  led  the  un,  has  put  out  a  report 
called  “Equity  in  Extractives”.  This,  too, 
stresses  a  need  for  more  openness  in  min¬ 
ing  contracts.  As  people  in  the  region  de¬ 
mand  more  democracy,  better  deals  from 
mining  are  a  new  priority.  ■ 


It  will  be  more  high-tech  than  this 
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Egypt's  politics 

Could  it  be  any 
more  baffling? 

CAIRO 

The  junta  presents  a  new  constitution 

O  WONDER  the  traffic  in  Egypt  is  per¬ 
manently  clogged.  In  the  three  years 
since  a  revolution  ended  the  30-year  rule 
of  Hosni  Mubarak,  the  country’s  prisons 
have  been  bustling  way-stations.  Restless 
politics  keeps  incarcerating  new  batches  of 
unfortunates  even  as  thousands  of  others 
find  themselves  abruptly  released. 

Egypt’s  busy  jails  have  lately  hosted 
both  Mr  Mubarak  and  a  man  he  long  per¬ 
secuted,  Muhammad  Morsi,  the  Muslim 
Brotherhood  leader  who  became  presi¬ 
dent  in  2012  and  was  ousted  in  July.  Under 
his  rule  several  thousand  long-serving  Is¬ 
lamists  were  released,  making  space  for 
cronies  of  Mr  Mubarak.  But  since  July 
thousands  of  Mr  Morsi’s  supporters  have 
been  locked  away  while  his  predecessor’s 
were  freed. 

The  juxtapositions  can  be  dramatic. 
Egyptian  courts  have  been  lenient  with  po¬ 
licemen  charged  with  abuse  of  power,  de¬ 
spite  some  2,000  deaths  from  police  gun¬ 
fire  in  the  past  three  years.  But  a  judge  in 
Alexandria  last  month  gave  21  young 
women,  including  seven  minors,  prison 
sentences  of  up  to  11  years  for  joining  a 
march  to  protest  against  Mr  Morsi’s  fall. 

Alaa  Abdel  Fattah,  one  of  the  most 
prominent  leftist  youth  leaders  from  the 
2011  revolution,  has  found  himself  sharing 
a  cell  with  a  group  of  Mr  Morsi’s  top  advis¬ 
ers.  Mr  Abdel  Fattah,  arrested  by  every 
government  since  the  revolution,  includ¬ 
ing  Mr  Morsi’s,  most  recently  fell  foul  of  a 
new  law  that  places  strict  limits  on  the 
right  to  protest.  Many  Egyptians,  weary  of 
endless  street  disruption,  back  the  law.  To 
Mr  Ab del  Fattah  and  others  it  seems  j arring 
that  the  current  government,  which  bases 
its  legitimacy  on  the  huge  street  protests 
that  erupted  against  Mr  Morsi’s  rule,  and 
pretends  to  celebrate  the  20U.  revolution, 
should  now  move  to  squash  the  very  kind 
of  street  mobilisation  that  made  those  up¬ 
heavals  possible. 

There  are  other  ironies.  This  time  last 
year,  opponents  of  the  Brotherhood 
fumed  when  Mr  Morsi  rammed  through  a 
new  constitution,  despite  the  mass  resig¬ 
nation  of  non-Islamists  from  a  100-strong 
drafting  committee.  On  December  2nd  a 
new,  50-person  committee,  with  scant  Is¬ 
lamist  representation,  announced  the 
completion  of  a  new  draft  charter.  In  most 
respects  it  differs  little  from  the  2012  ver¬ 
sion,  but  the  National  Alliance  to  Support 
Legitimacy,  an  umbrella  group  for  Brother¬ 
hood  supporters,  has  called  for  a  boycott 


of  a  referendum,  expected  within  weeks, 
that  is  needed  to  approve  the  constitution. 

Despite  broader  criticisms,  for  instance 
of  what  many  see  as  its  granting  of  virtual 
autonomy  to  the  military,  the  constitution 
will  probably  pass,  if  only  because  of  the 
public’s  exhaustion  with  political  turmoil. 
The  charter  calls  for  national  elections 
within  60  days,  but  leaves  open  whether 
these  will  be  for  the  presidency  or  for  a 
new  national  assembly.  Either  way,  Egypt 
could  emerge  next  spring  with  a  democrat¬ 
ically  elected  government. 

In  other  ways  the  country  also  appears 
to  be  returning  to  a  wary  normalcy.  Con¬ 
sumer  shortages  and  power  cuts  have 
been  sharply  reduced,  a  nightly  curfew 
abolished  and  emergency  laws  allowed  to 
expire.  Protests  by  the  Muslim  Brother¬ 
hood  have  waned  in  frequency,  though 
troubles  persist  on  university  campuses 
and  in  the  rural  south.  Years  of  upheaval 
have  gutted  the  tourism  industry,  which 
accounted  for  around  a  tenth  of  gdp,  but 


MARK  TWAIN  described  Damascus, 
Syria’s  capital,  as  immortal.  “She 
has  looked  upon  the  dry  bones  of  a 
thousand  empires  and  will  see  the  tombs 
of  a  thousand  more  before  she  dies.” 

That  may  still  be  true,  but  the  city’s  mon¬ 
uments  are  suffering.  On  December  2nd, 
a  mortar  bomb  landed  beside  the 
Omayad  Mosque,  the  fourth  holiest  site 
in  Islam. 


Too  late  to  visit 


other  sectors,  such  as  construction  and 
consumer  goods,  are  faring  better. 

The  improved  outlook  is  due  less  to 
changing  fundamentals  than  to  the  gener¬ 
osity  of  the  new  regime’s  supporters.  Sau¬ 
di  Arabia,  Kuwait  and  the  United  Arab 
Emirates  have  recently  pumped  nearly  $16 
billion  into  the  economy,  including  some 
$2.5  billion  worth  of  fuel  supplies.  Still, 
Egypt’s  problems  are  chronic  and  structur¬ 
al,  requiring  painful,  long-term  reforms. 
Just  how  long  the  Gulf  monarchies  are 
willing  to  prop  up  the  country  is  unclear. 

United  in  loathing  for  the  Muslim 
Brotherhood,  the  patrons  are  not  too  con¬ 
cerned  by  Egypt’s  internal  politics.  Perhaps 
they  should  be.  Egypt’s  security  forces 
have  returned  in  force  using  the  same 
blunt  methods,  with  the  same  excuse  of  an 
Islamist  menace,  that  failed  to  endear 
them  to  the  broader  public  under  Mr  Mub¬ 
arak.  If  they  turn  the  screws  too  tightly, 
Egypt’s  men  in  uniform  may  simply  be  re¬ 
peating  his  mistakes.  ■ 


Damascus  has  so  far  fared  relatively 
well  compared  with  Aleppo,  where 
restored  souks  and  grand  mosques  have 
been  reduced  to  rubble.  Soldiers  are 
holed  up  in  the  citadel,  renovated  just 
before  the  war  and  now  fired  at  daily. 
Krak  des  Chevaliers,  a  Crusader  outpost 
in  the  country’s  centre  that  T.E.  Lawrence 
called  perhaps  “the  most  wholly  admira¬ 
ble  castle  in  the  world”,  suffered  air 
strikes  in  the  summer.  Roman  architec¬ 
ture  in  Palmyra,  an  oasis  city,  is  scarred  by 
bullets. 

unesco,  the  UN’s  cultural  arm,  says 
that  Syria’s  six  World  Heritage  sites  are  in 
dire  straits.  Families  fleeing  the  war  live 
among  the  “Dead  Cities”,  a  cluster  of 
early  Christian  settlements  in  the  rebel- 
held  north.  Looting  is  rampant,  as  it  was 
in  Iraq  a  decade  ago.  Satellite  images 
show  new  disturbances  at  Apamea,  once 
home  to  Seleucid,  Roman  and  Byzantine 
inhabitants.  Archaeologists  are  particu¬ 
larly  worried  about  partially  excavated 
sites,  such  as  Mari  near  the  Iraqi  border, 
inhabited  since  the  5th  century  bc.  Its 
treasures  were  only  just  being  discovered 
when  the  war  broke  out. 

Artefacts  are  smuggled  abroad  for 
sale.  Locals  are  trying  to  prevent  that.  In 
some  areas,  they  patrol  ruins.  A  group 
called  Syrian  Archaeological  Heritage 
Under  Threat  posts  images  of  damaged 
sites  online.  It  hopes  a  shared  pride  in 
historical  sites  could  help  reconciliation. 
Eventually. 


Syrian  heritage 

In  ruins 

CAIRO 

The  fighting  is  taking  its  toll  on  mosques  and  souks 
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Ukraine's  protests 


A  new  revolution  on  Maidan  Square 


KItV 


Has  Ukrainians’  defiance  of  the  president’s  European  policy  split  the  country? 


THIEVES  and  thugs  like  to  act  in  the 
small  hours  of  the  morning,  and  so  did 
Viktor  Yanukovych,  president  of  Ukraine. 
On  November  30th,  at  about  4.30am,  Uk¬ 
raine’s  riot  police  moved  in  to  beat  up  a 
few  hundred  students  peacefully  standing 
vigil  to  support  their  country’s  receding 
European  future.  The  police  pummelled 
them  with  truncheons,  beat  them,  sprayed 
them  with  tear  gas  and  then  chased  them 
up  a  hill  to  beat  them  more.  Never  in  its  22 
years  as  an  independent  country  has  Uk¬ 
raine  seen  such  violence. 

The  next  day  Mr  Yanukovych  was  said 
to  be  hunting  in  his  private  grounds  as 
hundreds  of  thousands  of  people  poured 
onto  the  streets  of  Kiev  in  protest.  The  prot¬ 
est  was  no  longer  about  an  association  and 
free-trade  agreement  with  Europe,  which 
Mr  Yanukovych  had  just  ditched.  It  was 
about  an  existential  choice  between  a 
post-Soviet  system,  in  which  a  corrupt  and 
dysfunctional  state  violates  its  citizens, 
and  a  European  one,  based  on  the  rule  of 
law  and  respect  for  citizens. 

To  justify  its  use  of  force  the  govern¬ 
ment  provoked  more  violence.  It  bused  in 
thousands  of  plain-clothed  goons  and  in¬ 
filtrated  the  crowd  with  agents  provoca¬ 
teurs  who  moved  freely  between  police 
cordons.  Somebody  brought  in  a  tractor, 
trying  to  ram  into  a  police  line.  Petro  Po- 
roshenko,  a  billionaire  who  actively  sup¬ 
ports  the  protest,  climbed  on  top  of  the 
tractor,  trying  to  prevent  clashes.  Then 
masked  provocateurs  started  to  hurl  stones 


and  wield  chains  at  the  police.  Minutes  lat¬ 
er  a  peaceful  demonstration  had  turned 
violent.  Miraculously  nobody  died. 

Police  arrested  random  protesters 
while  letting  the  organisers  of  this  vio¬ 
lence  walk  free.  The  scenario  seemed  iden¬ 
tical  to  a  Moscow  demonstration  in  May 
2012  and  to  one  in  Belarus  a  few  years  earli¬ 
er.  Vladimir  Putin,  Russia’s  president,  was 
quick  to  condemn  the  Kiev  protests  as  “po¬ 
groms”.  Russia’s  state  television  put  out 
shameless  anti-protest  propaganda. 

A  few  hours  later  Maidan,  Kiev’s  central 
square  and  the  stage  for  the  2004  Orange 
revolution,  was  again  filled  with  hundreds 
of  thousands  of  people.  The  square’s 
Christmas  tree  was  dismantled  and  used 
for  barricades.  Its  carcass  was  decorated 
with  Ukrainian  flags  and  anti-government 
slogans.  Several  municipal  buildings  were 
occupied.  “Revolutionary  headquarters,” 
read  the  graffiti  on  a  wall  of  the  city  hall. 

Protesters  marvelled  at  the  symbolism 
of  dates:  it  was  exactly  nine  years  from  the 
days  of  the  Orange  revolution,  which  de¬ 
feated  Mr  Yanukovych’s  attempt  to  steal  a 
presidential  election.  The  deep  disappoint¬ 
ment  with  the  result  of  that  upheaval 
made  the  rebirth  of  its  spirit  almost  mirac¬ 
ulous.  People  put  up  tents,  made  fires, 
brought  in  warm  clothes  and  food  for 
those  who  came  to  Maidan,  now  EuroMai- 
dan,  from  afar.  People  greeted  each  other 
on  the  street  hailing  “Glory  to  Ukraine” 
and  replying  “Glory  to  Heroes”.  The  cold 
night  air  was  filled  with  the  sound  of  a 


thousands-strong  chorus  singing  Uk¬ 
raine’s  melancholic  national  anthem.  Al¬ 
cohol  was  banned.  To  keep  warm,  people 
danced  or  played  football. 

Unlike  the  2004  upheaval,  the  latest 
protests  are  spontaneous  and  driven  not 
by  politicians  but  by  civil  activists  and  stu¬ 
dents.  None  of  the  opposition  leaders-Ar- 
seny  Yatseniuk,  who  leads  the  party  of  Yu¬ 
lia  Tymoshenko,  a  former  prime  minister 
imprisoned  under  Mr  Yanukovych,  Vitaly 
Klitschko,  a  boxing  champion,  and  Oleh 
Tyagnibok,  a  right-wing  nationalist— saw  it 
coming.  None  of  them  has  a  clear  strategy 
or  a  message.  It  is  unclear  to  what  extent 
they  can  control  Maidan. 

On  December  3rd  the  government  sur¬ 
vived  a  parliamentary  vote  of  no  confi¬ 
dence.  Mr  Yanukovych  may  yet  sacrifice 
his  prime  minister,  Nikolai  Azarov,  but  this 
may  no  longer  appease  the  protesters,  who 
are  now  calling  for  Mr  Yanukovych  him¬ 
self  to  go.  Mr  Azarov  said  the  government 
is  prepared  to  negotiate  if  the  protesters 
stop  blockading  government  buildings.  Mr 
Yanukovych  seems  in  denial  about  the 
scale  of  the  crisis  he  has  triggered.  Pretend¬ 
ing  it  was  business  as  normal,  he  went  to 
China  this  week  and  then  on  to  Moscow  to 
negotiate  cheaper  gas  and  work  on  a  new 
strategic  agreement  with  the  Kremlin.  This 
could  fuel  the  protest  further. 

In  any  event,  the  people  on  Maidan 
Square,  who  have  come  from  all  over  the 
country,  are  unlikely  to  go  home  without 
achieving  something.  If  anything,  the  prot¬ 
ests  are  getting  more  entrenched.  The 
mood  is  defiant  and  the  spirit  has  been 
boosted  by  veterans  of  the  Afghan  war, 
clerics  and  pop  stars  joining  in  the  protest. 
But  Mr  Yanukovych  is  highly  unlikely  to 
call  fresh  elections,  which  he  would  al¬ 
most  certainly  lose,  along  with  his  wealth 
and,  possibly,  his  freedom.  For  now,  both 
sides  are  waiting  for  the  other  to  move  first, 
while  also  warning  of  an  imminent  provo-  ►► 
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►  cation.  Mr  Yanukovych  may  not  dare  to  de¬ 
ploy  regular  troops  or  the  uniformed  po¬ 
lice,  but  he  could  use  his  plain-clothed 
thugs  to  provoke  a  state  of  emergency. 

Mr  Yanukovych  may  like  to  act  like  Mr 
Putin  or  Alexander  Lukashenko,  the  dicta¬ 
torial  president  of  Belarus,  but  Ukraine  is 
neither  Russia  nor  Belarus.  The  country  is 
almost  bankrupt  and  support  for  Mr  Yanu¬ 
kovych  is  low.  Its  population  is  diverse  and 
its  television  is  controlled  by  oligarchs  re¬ 
sentful  of  Mr  Yanukovych.  The  crisis  has 
split  the  elite.  A  mood  of  fin  de  regne  pre¬ 
vails  within  Mr  Yanukovych’s  Party  of  Re¬ 
gions.  Serhiy  Levochkin,  Mr  Yanukovych’s 
chief  of  staff,  handed  in  his  resignation,  al¬ 
though  it  has  not  been  accepted. 

Mr  Yanukovych  has  already  lost  control 
over  the  western  part  of  Ukraine  where 
police  refused  to  disperse  the  protesters 
and  local  councils  threatened  a  general 
strike.  Kiev  also  showed  that  it  does  not  re¬ 
spect  the  government,  is  not  scared  of  it 
and  will  not  follow  its  orders,  says  Mr  Po- 
roshenko.  Yet  with  no  unifying  opposition 
leader  in  the  background,  any  use  of  force 
could  tip  the  country  into  a  Yugoslav-type 
civil  conflict,  says  Inna  Bogoslovskaya,  one 
of  Mr  Yanukovych’s  former  supporters, 
who  quit  his  party.  The  talk  in  Kiev  is  not 
whether  blood  will  be  spilled  but  how 
much  of  it.  Whatever  happens  next  the  sit¬ 
uation  will  be  messy. 

This  may  also  create  problems  for  Mr 
Putin  who  celebrates  the  break-up  of  Uk¬ 
raine’s  deal  with  Europe  as  his  triumph. 
The  Soviet  Union  controlled  its  satellites 
by  military  force  and  ideology  and  took  re¬ 
sponsibility  for  them.  Russia  does  not  like 
to  take  responsibility  for  its  actions.  In 
2008  it  prevented  the  expansion  of  nato 
to  Georgia  by  provoking  a  war  and  occu¬ 
pying  two  breakaway  territories.  It  paid  lit¬ 
tle  price  for  this.  It  has  now  prevented  the 
expansion  of  Europe  to  Ukraine  by  exploit¬ 
ing  Ukraine’s  weakness  and  the  greed  of 
its  rulers.  Mr  Yanukovych  may  be  Russia’s 
best  hope  to  keep  Europe  away  from  Uk¬ 
raine.  But  as  Yulia  Mostovaya,  editor  of  Zer- 
kalo  Nedeli,  a  weekly,  puts  it,  the  struggle 
for  Ukraine  depends  on  the  ability  of  the 
young  generation  of  Ukrainians  to  keep 
the  country  together. 

Twenty-two  years  ago  Ukraine  became 
independent  without  a  fight.  Instead  of 
modernising  the  country  and  building  in¬ 
stitutions,  its  elites  looted  its  resources, 
leaving  the  country  vulnerable  to  outside 
pressure.  Now  a  new  generation  of  Ukrai¬ 
nians,  who  feel  European,  is  fighting  to 
change  the  entire  political  system  and 
shake  off  the  post-Soviet  legacy.  They  do 
not  want  to  be  part  of  a  power  struggle 
within  the  same  corrupt  elite.  On  Maidan 
Square,  they  dance  and  sing  along  to  a 
song  called  “the  Wall”,  which  captured 
their  spirit.  “Where  are  we  going  to  be 
when  their  war  ends?  Can  we  do  every¬ 
thing  for  this  wall  to  fall?”  ■ 


Poverty  in  Hungary 

How  to  help  the 
homeless 

BUDAPEST 

The  government  is  grappling  with  a 
very  visible  problem 

HUNGARY’S  homelessness  problem  is 
nowhere  more  visible  than  in  the  his¬ 
toric  heart  of  Budapest.  Homeless  people 
pull  down  their  trousers  and  underwear  in 
full  view  of  startled  tourists  before  reliev¬ 
ing  themselves  on  the  pavement  near  par¬ 
liament.  Small  piles  of  human  excrement 
dot  the  back  wall  of  the  former  headquar¬ 
ters  of  the  state  television,  where  the  desti¬ 
tute  huddle  at  night.  Some  even  try  to  clean 
themselves  on  central  bus-stop  shelters 
after  defecating,  leaving  brown  smears 
across  advertising  billboards. 

In  response,  the  city  council  has  passed 
a  regulation  outlawing  what  it  calls  “habit¬ 
ual  living”  in  public  spaces,  including  un¬ 
derpasses,  bridges,  playgrounds,  much  of 
the  city  centre  and  Budapest’s  world  heri¬ 
tage  sites:  the  banks  of  the  river  Danube 
and  the  historic  Buda  Castle  area.  Debre¬ 
cen,  a  city  in  eastern  Hungary,  has  fol¬ 
lowed  suit  and  banned  the  homeless  from 
the  city  centre  and  nearby  Nagyerd  forest. 
Offenders  can  be  fined,  forced  to  carry  out 
community  service  and  even  imprisoned. 

These  local  rulings  follow  on  the  heels 
of  a  national  law  that  allows  local  authori¬ 
ties  to  take  such  measures  to  protect  “pub¬ 
lic  order,  security,  health  and  cultural  val¬ 
ues”.  The  first  version  of  the  national 
legislation  was  ruled  illegal  by  the  consti¬ 
tutional  court  because  it  gave  too  much 
leeway  to  local  authorities.  Parliament  vot¬ 
ed  in  September  to  amend  the  law.  Yet  the 
new  version  has  been  condemned  by 
homeless  organisations.  Even  the  United 
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Nations  has  weighed  in,  with  two  special 
rapporteurs  attacking  the  government  for 
stigmatising  the  homeless,  fuelling  preju¬ 
dice  and  abusing  their  human  rights.  The 
new  law  brings  a  criminal  aspect  to  a  so¬ 
cial  problem,  says  Luca  Koltai,  of  Habitat 
for  Humanity  Hungary,  a  housing  charity. 
“People  can  perceive  the  homeless  not  as 
poor  and  vulnerable  people  who  lost  their 
homes,  but  as  criminals.” 

Government  officials  reject  such  criti¬ 
cisms.  It  is  not  illegal  to  be  homeless,  only 
to  set  up  camp  in  certain  areas.  The  consti¬ 
tution  calls  for  “decent  housing  and  access 
to  public  services  for  everyone”.  Local  au¬ 
thorities  can  decide  whether  to  introduce 
municipal  regulations  and  the  courts  can 
review  the  measures.  In  Budapest,  the  new 
measures  codify  a  broadly  similar  law 
which  has  been  in  effect  since  2010,  says 
Ferenc  Kumin,  a  government  spokesman. 

According  to  the  government,  between 
2006  and  2010 131  homeless  people  died  of 
cold  or  exposure  in  the  capital  but  since 
then  only  one  person  has  died  on  the 
streets.  Many  other  cities  in  Europe  prohib¬ 
it  the  homeless  from  “urban  camping”. 
The  number  of  places  at  public  shelters 
has  recently  increased  by  a  third,  from 
8,200  to  114.00,  of  which  6,000  are  located 
in  Budapest.  (Up  to  50%  of  Hungary’s 
15,000  homeless  are  in  Budapest.)  This 
year  the  government  spent  €3om  ($4im) 
on  services  for  the  homeless,  up  from 
€29m  in  2012.  In  addition,  civic  organisa¬ 
tions  and  ngos  providing  accommoda¬ 
tion  and  training  for  homeless  people  re¬ 
ceived  €301  this  year.  There  will  always  be 
enough  beds,  claims  Sandor  Pinter,  the  in¬ 
terior  minister.  The  government  is  ready  to 
double  the  number  of  places  available. 

That  may  not  be  enough,  say  rough 
sleepers.  A  new  showcase  shelter  is  mod' 
ern  and  comfortable,  but  others  are  Dick¬ 
ensian.  Several  homeless  people  said  that 
they  would  prefer  to  spend  the  night  out-  ►► 


One  of  several  thousand 
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Spain's  Socialists 

Popular  and 
inexperienced 


Prostitution  in  France 


Turning  off  the  red  light 


PARIS 


A  new  law  will  make  paying  for  sex  a  crime 

EARLIER  this  year  the  French  Socialist 
Party  displayed  its  social  liberalism  by 
legalising  gay  marriage.  This  week  it 
rediscovered  its  illiberal  streak.  On  De¬ 
cember  4th,  the  lower  house  of  parlia¬ 
ment  voted  to  make  prostitution  a  crime 
for  those  who  pay  for  sex,  subject  to  a 
fine  of  €1,500  ($2,030)  for  a  first  offence 
and  €3,750  thereafter.  “I  don’t  want  a 
society  in  which  women  have  a  price,” 
said  Najat  Vallaud-Belkacem,  the  wom¬ 
en’s  minister.  She  wants  nothing  less 
than  to  “abolish”  prostitution  in  France. 

With  Germany  having  second 
thoughts  about  its  decision  over  a  decade 
ago  to  liberalise  the  world’s  oldest  profes¬ 
sion,  the  French  have  decided  to  follow 
Sweden,  Finland  and  Norway  in  re¬ 
stricting  prostitution.  Paying  for  sex  is  not 
now  illegal,  although  brothels,  soliciting 
and  pimping  are.  France  has  at  least 
20,000  sex  workers,  far  fewer  than  the 
400,000  or  so  thought  to  offer  their 
services  across  the  Rhine.  But  the  nature 
of  prostitution  in  France  has  changed 
radically  over  the  past  20  years. 

Today  about  90%  of  those  working 
the  streets  in  France  are  foreigners,  up 
from  20%  in  1990.  Women  (and  some 
men)  are  trafficked  to  France  from  Roma¬ 
nia,  Bulgaria,  Nigeria  and  China  by  pros¬ 
titution  rings;  many  are  subjected  to 
violence,  as  are  their  families.  Before  they 
turn  up  on  city  streets  or  wooded  parks 
such  as  the  Bois  de  Boulogne,  women  are 
“bought  and  sold,  swapped,  detained, 
raped  and  tortured,  deceived,  trafficked, 
despoiled,”  said  Ms  Vallaud-Belkacem. 

To  protect  prostitutes,  the  new  law  also 
decriminalises  soliciting  and  offers  help 
for  those  who  want  a  way  out. 

An  initiative  of  parliamentary  Social¬ 
ists  (not  of  Francois  Hollande’s  govern¬ 
ment),  the  law  has  divided  the  opposi¬ 
tion  and  prompted  extra-parliamentary 
indignation.  Prostitutes  marched  against 
it.  “You  sleep  with  us;  you  vote  against 
us!”,  chanted  one  angry  group  outside 
the  National  Assembly.  A  collection  of 
literary  types,  calling  themselves  the  “343 


A  demand  for  clientelism 

bastards”,  caused  a  stir  when  they  signed 
a  petition  denouncing  the  new  law  enti¬ 
tled  “Hands  off  my  whore!”,  a  play  on  an 
anti-racism  slogan.  Published  in  a  maga¬ 
zine  edited  by  a  woman,  Elisabeth  Levy,  it 
accused  the  abolitionists  of  “a  war 
against  men”,  and  claimed  to  defend  “not 
prostitution,  but  liberty”.  Feminists 
slammed  the  stunt  as  indecent. 

The  French  once  had  a  famously 
tolerant  approach  towards  prostitution. 
Filles  dejoie  operated  legally  under  Napo¬ 
leon,  and  brothels  were  even  inspected 
for  health  standards.  It  was  not  until  the 
post-war  period  that  the  French  began  to 
clamp  down,  outlawing  maisons  closes, 
or  brothels,  in  1946.  Ms  Vallaud-Belkacem 
argues  that  the  newly  violent  and  crimi¬ 
nal  nature  of  prostitution  rings  necessi¬ 
tates  a  still  tougher  line.  In  2012  as  many 
as  51  human-trafficking  networks  were 
closed  down,  30%  more  than  two  years 
ago,  and  572  pimps  were  arrested.  But  the 
worry  is  that  criminalising  cash  for  sex 
could  drive  this  murky  business  even 
further  underground. 


►  side,  no  matter  how  cold  the  weather,  than 
to  face  potential  violence  or  being  robbed 
of  their  meagre  possessions. 

As  winter  bites,  sympathy  for  the 
homeless  is  more  widespread  than  might 
be  expected.  Many  of  those  on  the  streets 
have  lost  their  jobs  or  have  been  thrown 
out  of  the  marital  home.  Lacking  a  stable 
address,  foreign  language  or  computer 
skills,  it  is  very  hard  for  them  to  find  work. 


The  long-term  answer  is  a  coherent  hous¬ 
ing  policy  for  the  poor  and  vulnerable, 
says  Ms  Koltai.  Such  a  programme  is  likely 
to  win  popular  support.  A  survey  by  the 
Menhely  Foundation,  which  works  with 
the  homeless,  found  that  80%  of  respon¬ 
dents  were  not  in  favour  of  punishing 
them  and  thought  they  should  have  better 
social  care;  and  7%  had  a  friend  or  relative 
who  had  slept  rough.  ■ 


GRANADA 

Will  Susana  Diaz  lead  the  Spanish 
Socialists? 

WITH  Susana  Diaz  beaming  radiantly 
from  the  conference  stage  after  win¬ 
ning  control  of  the  Spanish  Socialists’ 
mighty  Andalusian  branch  in  Granada  last 
month,  fans  hailed  a  generational  and  gen¬ 
der  revolution  in  the  party.  Her  victory 
confirmed  that  the  energetic  39-year-old, 
who  also  runs  the  region’s  government,  is 
now  Spain’s  most  powerful  Socialist.  That 
is  a  big  role  in  a  country  where  the  ruling 
Popular  Party  (pp)  of  Mariano  Rajoy  and 
the  Socialists  tend  to  alternate  in  power. 
But  is  not  so  clear  that  she  will  lead  the 
party  into  the  next  election. 

Ms  Diaz’s  smile  hides  an  iron  will.  She 
is  at  ease  with  power  and  is  reputedly  ruth¬ 
less  against  rivals.  Spain’s  fractious  Social¬ 
ists  may  need  such  qualities  as  they  wan¬ 
der  in  the  electoral  wilderness,  failing  to 
turn  27%  unemployment  and  fears  about 
the  future  into  votes.  It  is  smaller  parties 
which  are  cashing  in  on  voter  dismay;  the 
Socialists  still  lag  behind  the  pp,  which 
ousted  them  in  20U  and  may  now  reap  the 
rewards  of  economic  recovery. 

Can  Ms  Diaz  change  that?  A  recent  poll 
made  her  the  most  popular  candidate  to 
lead  her  party  into  the  2015  general  elec¬ 
tion.  But  she  is  unlikely  to  stand.  She  took 
control  of  Andalusia’s  government  only 
three  months  ago,  inheriting  the  post  after 
her  predecessor  stood  down.  Her  leader¬ 
ship  has  never  been  tested  at  the  polls  and 
she  has  no  record  in  government.  The  en¬ 
thusiasm  provoked  by  her  rapid  rise  is,  in 
part,  a  reflection  of  despair  at  the  party’s 
lacklustre  performance  under  Alfredo  Pe¬ 
rez  Rubalcaba,  its  current  leader. 

Mr  Rubalcaba,  a  veteran  politician  aged 
62,  proclaims  Ms  Diaz  to  be  the  future.  So 
what  does  her  Andalusian  government, 
with  its  huge  €30  billion  budget,  say  about 
Socialist  plans  if  they  return  to  power  in 
Madrid?  Like  most  parties  ejected  from  of¬ 
fice,  the  Socialists  claim  to  be  returning  to 
their  roots.  Nowhere  is  this  truer  than  in 
Andalusia,  where  a  30-year  run  as  the  re¬ 
gion’s  favourite  ended  in  2012.  The  party 
clung  to  power  only  by  forming  a  coalition 
with  the  communist-led  United  Left  (iu), 
forcing  a  leftward  policy  swing.  Measures 
include  a  law  to  expropriate  homes  tempo¬ 
rarily  being  repossessed  by  banks  from 
mortgage  defaulters  and  schemes  to  feed 
poorer  children  three  times  daily  at 
schools  while  paying  their  parents’  utility 
bills.  But  spending  is  also  being  cut  and  An¬ 
dalusia  has  Spain’s  highest  regional  unem¬ 
ployment,  at  a  mind-boggling  36%.  ►► 
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Rubalcaba  and  his  potential  successor 

Voters  know  the  party  usually  becomes 
less  left-wing  when  in  power,  says  Jose 
Antonio  Perez  Tapias,  a  former  deputy. 
Many  left-wingers  are  turning  to  iu,  while 
disgruntled  pp  voters  jump  to  the  centrist 
Union  for  Progress  and  Democracy.  But  So¬ 
cialist  leaders  say  they  will  be  better 
placed  than  the  pp  to  negotiate  in  a  more 
fragmented  post-2015  parliament. 

Local  newspapers  liken  Ms  Diaz’s  tri¬ 
umph  in  Granada  to  a  groundbreaking 
1974  conference  that  handed  power  over 
the  national  party  to  Felipe  Gonzalez,  who 
became  prime  minister  four  times.  That  is 
hyperbole.  Ms  Diaz’s  morale-boosting  cor¬ 
onation  ceremony  was,  like  her  party, 
largely  bereft  of  fresh  ideas.  A  proposal  to 
solve  the  Catalan  problem  by  turning 
Spain  into  a  federation  is  bold  but,  in  elec- 


W'HAT  a  difference  a  crisis  can  make. 

The  same  Greek  students  who  used 
to  stage  months-long  sit-ins  to  press  for  a 
bigger  say  in  running  university  affairs  are 
now  desperate  to  get  back  to  studying.  A 
strike  by  administrative  staff  has  shut  Ath¬ 
ens  University  and  the  Athens  polytech¬ 
nic,  the  country’s  best  higher-education 
institutions,  for  13  weeks.  New  undergrad¬ 
uates  have  been  unable  to  register  for 
courses,  let  alone  attend  classes.  Striking 
administrators  have  locked  lecture  halls,  li¬ 
braries  and  laboratories  and  kept  the  keys. 
“We’ve  effectively  lost  the  first  semester  of 


toral  terms,  risky.  It  is  not  clear  if  plans  for 
wealth  taxes  and  debt-based  stimulus 
spending  are  a  replacement  for  the  wage 
restraint  that  is  slowly  making  Spain  more 
competitive. 

Socialists,  meanwhile,  fret  about  who 
will  lead  them.  A  candidate  to  challenge 
Mr  Rajoy,  the  prime  minister,  in  2015  will 
be  chosen  next  year  at  a  primary  election 
that  still  has  no  formal  candidates.  Mr  Ru¬ 
balcaba  declines  to  rule  himself  out.  Ms 
Diaz,  who  is  close  to  Carme  Chacon,  a  for¬ 
mer  defence  minister  and  probable  candi¬ 
date,  will  use  her  new-found  muscle  to  try 
to  sway  the  result.  For  the  moment, 
though,  Spaniards  see  only  one  clear  new 
policy,  federalism,  and  no  plausible  new 
national  leader.  If  Ms  Diaz  is  the  future,  she 
has  work  to  do.  ■ 


this  academic  year... so  dozens  of  my  stu¬ 
dents  won’t  be  able  to  take  their  degrees  on 
time,”  says  a  frustrated  law  professor. 

The  strike  involves  about  half  the  1,150 
administrators  and  support  staff  at  eight 
state  universities,  whose  jobs  have  been 
cut  under  the  government’s  drive  to  reduce 
the  public  payroll.  Instead  of  being  dis¬ 
missed  immediately,  they  are  to  join  a 
“mobility  scheme”  for  25,000  public-sec- 
tor  workers.  If  they  cannot  find  other  state 
jobs  within  eight  months  they  will  be 
sacked.  It  took  the  troika  of  international 
lenders-the  European  Commission,  Euro¬ 


pean  Central  Bank  and  imf— a  year  to  per¬ 
suade  the  government  to  adopt  the 
scheme.  It  still  faces  strong  resistance. 

The  strikers  complain  that  administra¬ 
tors  were  ordered  to  move  without  first  be¬ 
ing  evaluated.  The  job  cuts,  they  claim,  re¬ 
flect  the  same  system  of  political 
patronage  formerly  used  to  make  civil-ser¬ 
vice  appointments.  “I  didn’t  have  a  strong 
professor  or  the  right  political  connections 
to  save  my  position,”  says  Pantelis,  a  com¬ 
puter  technician  at  the  Athens  polytechnic 
who  was  selected  for  the  mobility  scheme. 

Despite  deep  cuts  in  their  budgets,  state 
universities  still  allow  students  to  spend 
up  to  ten  years  getting  their  first  degree.  But 
attitudes  are  changing.  Middle-class  par¬ 
ents,  squeezed  by  high  taxes,  can  no  longer 
afford  to  keep  their  children  at  university 
for  a  decade.  With  youth  unemployment 
at  a  record  58%,  increasing  numbers  of 
young  Greeks  want  to  get  their  first  degree 
out  of  the  way  and  go  abroad  to  acquire 
professional  qualifications. 

Constantine  Arvanitopoulos,  the  edu¬ 
cation  minister,  is  under  attack  for  allow¬ 
ing  the  walkout  to  continue  for  so  long. 
Some  professors  think  he  should  mobilise 
the  university  administrators,  a  tactic  used 
in  the  past  to  end  walkouts  by  transport 
workers.  Talks  with  Theodore  Pelegrinis, 
rector  of  Athens  university,  who  backs  the 
strike,  broke  down  on  November  29th. 
Colleagues  took  aim  at  Mr  Pelegrinis,  a 
professor  of  philosophy  and  amateur  ac¬ 
tor,  after  he  flew  to  Paris  to  present  a  one- 
man  show  on  December  1st,  which  he 
wrote  and  directed,  instead  of  resuming 
negotiations.  He  faces  a  disciplinary  hear¬ 
ing.  Yet  Mr  Pelegrinis  is  backed  by  Syriza, 
the  main  left-wing  opposition  party  led  by 
Alexis  Tsipras,  a  young  firebrand.  Mem¬ 
bers  of  its  militant  student  arm  provide* 
protection  for  the  administrators  picketing 
buildings  around  the  scattered  university 
campus  and  intimidate  professors  trying 
to  enter  their  offices. 

Even  if  the  administrators  end  the  strike 
and  move  into  the  mobility  scheme,  uni¬ 
versities  are  unlikely  to  go  back  to  working 
normally.  Yannis  Zabetakis,  a  professor  at 
Athens  University,  says  Greek  universities 
already  have  a  low  ratio  of  administrators 
to  students,  with  one  non-teaching  staff 
member  to  78  students,  against  one  non¬ 
teaching  staffer  for  13  students  in  Britain. 
With  fewer  lab  technicians,  students  will 
be  unable  to  carry  out  experiments.  Li¬ 
brary  opening  hours  will  be  shorter. 

A  few  professors  have  coped  by  hold¬ 
ing  seminars  and  tutorials  in  borrowed 
premises.  But  they  are  growing  discour¬ 
aged  as  the  strike  grinds  on.  Students  fret 
that  they  will  miss  deadlines  for  graduate- 
school  applications.  “How  can  Greece 
catch  up?”  sighs  Loukas  Tsoukalis,  profes¬ 
sor  of  European  integration  at  Athens  Uni¬ 
versity.  “It  seems  you  can’t  have  change 
without  first  having  a  disaster.”  ■ 


Strikes  in  Greece 

Stalemate 


ATHENS 


University  staff  have  been  on  strike  for  13  weeks  without  an  end  in  sight 
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Charlemagne  |  Out  of  commission 


Brussels  is  shutting  down  too  early  ahead  of  the  European  election,  and  may  reopen  too  late 


ANYONE  who  thinks  America’s  presidential  transitions  take 
XI.  too  long  should  spare  a  thought  for  the  European  Union.  The 
European  Commission  has  nearly  a  year  of  its  mandate  left  to  go, 
but  its  big  beasts  are  already  preparing  to  move  on.  Work  is  wind¬ 
ing  down  ahead  of  the  European  elections  next  May.  And  the  eu 
machinery  may  then  not  be  fully  staffed  and  running  until  2015. 

Olli  Rehn,  the  economics  commissioner  who  has  been  at  the 
centre  of  the  euro  crisis,  has  announced  that  he  will  run  for  the 
European  Parliament,  partly  in  hopes  of  being  chosen  as  the  lib¬ 
eral  alliance’s  lead  candidate  to  be  the  next  commission  presi¬ 
dent.  Michel  Barnier,  the  single-market  commissioner,  responsi¬ 
ble  for  financial  regulation,  has  thrown  his  hat  in  the  ring  for  the 
Christian  Democrats.  Several  others  may  be  heading  for  the  cam¬ 
paign  trail,  if  only  because  they  know  their  governments  will  not 
renominate  them.  Some  fret  that,  come  May,  there  might  not  even 
be  a  quorum  in  the  college  of  commissioners. 

Next  autumn  all  big  jobs  in  Brussels  will  be  up  for  grabs,  in¬ 
cluding,  besides  the  commission,  the  presidency  of  the  European 
Council  (representing  national  leaders),  the  eu’s  foreign-policy 
chief  and,  unofficially,  the  secretary-general  of  nato.  A  battle 
between  governments  and  the  European  Parliament  over  the 
choice  of  the  next  commission  president  (the  Lisbon  treaty  pro¬ 
vides  that  the  European  Council  “proposes”  a  candidate  who  is 
then  “elected”  by  the  parliament)  may  cause  months  of  paralysis. 

Long  live  eu  inactivism,  some  might  say.  But  the  eu  cannot  af¬ 
ford  a  long  hibernation.  The  euro  zone  remains  troubled,  despite 
tentative  signs  of  recovery.  Slovenia  may  have  to  be  bailed  out. 
Portugal  might  need  a  second  rescue  next  year.  Greece’s  debt  re¬ 
mains  excessive.  Banking  union,  the  euro  zone’s  big  idea  of  the 
past  year,  is  worryingly  incomplete;  a  new  euro-zone  bank  super¬ 
visor  is  being  created,  but  does  not  yet  have  a  credible  means  of 
winding  down  bust  banks.  Negotiations  between  the  eu  and 
America  on  an  ambitious  trade  pact  might  expire  if  the  commis¬ 
sion  becomes  a  lame  duck. 

Brussels  is  traditionally  a  place  of  slow  legislative  work  and 
consensus-building.  The  commission  acts  as  a  civil  service,  regu¬ 
lator  and  more.  It  has  the  near-exclusive  right  to  initiate  eu  legis¬ 
lation,  to  be  approved  by  the  Council  of  Ministers  and  the  Euro¬ 
pean  Parliament.  But  its  role  is  changing  in  important  ways.  One 


reason  is  the  financial  crisis.  Beyond  managing  bail-out  pro¬ 
grammes  and  building  new  institutions,  the  commission  has 
gained  new  powers  to  monitor  national  budgets  and  economic 
policies,  and  to  recommend  reforms.  Might  Mr  Rehn’s  judgments 
now  come  to  be  seen  as  politically  tainted? 

Another  factor  is  the  pressure  to  become  more  “political”.  The 
main  umbrella-parties  in  the  parliament  want  to  campaign 
around  leading  candidates  ( Spitzenkandidaten  in  German)  to  be 
president  of  the  commission.  The  idea  is  partly  to  mimic  national 
elections,  in  which  the  leader  of  the  winning  party  becomes 
prime  minister.  Advocates  say  it  would  stir  voters’  interest  and 
enhance  democratic  legitimacy. 

Yet  even  setting  aside  doubts  over  whether  a  common  Euro¬ 
pean  demos  exists,  this  system  has  drawbacks.  It  will  deter  sitting 
prime  ministers,  who  do  not  want  to  risk  their  jobs  at  home  for  an 
uncertain  European  contest,  and  favour  insiders-hence  the 
moves  of  Mr  Rehn  and  Mr  Barnier,  among  others.  The  commis¬ 
sion  would  become  more  beholden  to  the  parliament,  and  more 
remote  from  the  governments  that  pay  the  eu’s  bills.  Spitzenkan¬ 
didaten  would  undermine  the  commission’s  neutrality  without 
giving  voters  a  real  influence  over  decisions.  Angela  Merkel,  the 
German  chancellor,  and  David  Cameron,  the  British  prime  min¬ 
ister,  are  among  those  who  want  the  nomination  to  stay  firmly  in 
their  hands.  The  turf  battle  could  drag  on  for  months. 

A  third  force  for  change  comes  from  countries  of  a  more  scep¬ 
tical  bent.  Britain  and  the  Netherlands-and  to  some  extent  now 
Germany-are  pushing  for  “less  Europe”.  Britain  wants  to  renego¬ 
tiate  its  membership  and  repatriate  powers.  The  Dutch  don’t 
want  to  reopen  the  treaties,  but  would  like  the  European  institu¬ 
tions  to  take  a  vow  of  self-restraint:  only  a  few  commissioners 
should  have  authority  to  propose  new  legislation,  and  national 
parliaments  should  have  more  scope  to  block  initiatives. 

Jose  Manuel  Barroso,  the  two-term  president,  recognises  that 
“the  eu  needs  to  be  bigger  on  big  things,  and  smaller  on  small 
things”.  He  has  proposed  a  modest  rejigging  of  priorities  under  a 
programme  called  “Refit”,  including  the  scrapping  of  a  move  to 
regulate  hairdressers’  shoe-heels. 

Be  careful  what  you  wish  for 

Those  hoping  the  crises  would  bring  about  a  federalist  leap  have 
been  disappointed.  The  commission  has  often  struggled  to  re¬ 
main  in  the  game.  Fiscal  rules  have  been  toughened,  but  creditor 
countries  have  resisted  any  sharing  of  liabilities.  Germany  and 
France  have  insisted  that  control  of  the  euro  zone’s  rescue  funds 
remain  in  national  hands.  True,  national  leaders  too  often  pin 
their  failures  on  “Brussels”  while  preening  any  successes  as  their 
own.  And  though  many  run  down  the  commission,  it  has  been 
given  greater  powers.  To  Mr  Barroso’s  credit,  he  has  kept  protec¬ 
tion  at  bay  and  preserved  the  single  market. 

The  commission’s  role  in  mediating  between  large  and  small 
countries,  creditors  and  debtors,  and  left  and  right,  remains  vi- 
tal-and  faces  dangers.  Governments  will  not  always  welcome  its 
intrusion  into  national  economic  policies.  The  euro  needs  a  more 
hands-off  means  of  stabilising  economies,  perhaps  even  allow¬ 
ing  countries  to  default.  And  even  those  who  want  to  reduce  Eu¬ 
rope’s  role  must  recognise  that  in  some  areas  more  Europe  is  still 
needed,  if  only  to  save  the  euro.  The  commission  may  be  un¬ 
loved,  but  the  eu  could  not  function  without  it.  ■ 


Economist.com/blogs/charlemagne 


Are  you  thinking  big  enough? 


Wido  Menhardt 
Chief  executive 

Philips  Innovation 
Center,  Bangalore 


Isabelle  Olsson 

Lead  industrial  designer 
for  Google  Glass 

Google 


Kevin  Hunter 

President 

CALTY  Design  Research, 
Toyota  Motor  Corporation 


Wendy  Mayer 

Vice-president  of 
worldwide  innovation 

Pfizer 


Technological  change  is  a  Constantin  today's  world,  but  has  it  revolutionised  the  way  companies  and  people 
operate  as  much  as  past  innovations  have  done? 

Join  Economist  editors  as  they  explore  truly  transformative  advancements  that  have  the  potential  to  alter 
how  we  live  and  work.  This  one-day  event  will  address  the  critical  questions  being  asked  by  senior  executives 
charged  with  driving  innovation  and  new  product  development  across  industries. 

•  Is  innovation  big  enough  in  America  to  create  the  economic  opportunities  this  country  needs? 

•  How  do  successful  companies  invest  in  technology  to  create  competitive  advantage? 

•  What  are  the  breakthrough  technologies  of  the  future  and  how  will  they  be  financed? 

Learn  from  and  network  with  some  of  the  world's  most  admired  innovators. 


Save  25%  on  the  standard  rate  with  code  IECPAEB1  when  you  register  by  February  1st. 


212.541.0539  |  innovation.economist.com 


Silver  sponsor 


B 


&SHBBB&I 59 


labou 


Stay-at-home  voters 

The  reluctant  kingmakers 


ELY 

The  big  political  parties  reckon  that  grumpy,  disaffected  non-voters  are  the  key  to 
victory.  That  is  admirable— and  risky 


IT  IS  market  day  in  Ely,  a  small  city  in  Cam¬ 
bridgeshire.  Locals  throng  stalls  selling 
vegetables,  Christmas  decorations  and  old 
records.  Only  a  few  want  to  talk  to  the  gag¬ 
gle  of  Conservative  Party  activists  urging 
them  to  support  their  candidate.  Without 
breaking  step,  a  man  and  a  woman  tell  a 
campaigner  that  they  are  not  local  resi¬ 
dents— odd,  another  remarks,  as  he  could 
have  sworn  they  live  in  his  street.  “They’re 
all  in  it  for  themselves,”  says  a  brawny 
stallholder  of  politicians  generally. 

Many  Britons  want  nothing  to  do  with 
politics.  In  the  hard-fought  2010  general 
election  some  16m  people  eligible  to  vote 
did  not  do  so.  Turnout  is  lowest  among  the 
poor  and  the  young.  Ipsos  mori,  a  poll¬ 
ster,  thinks  only  58%  of  the  working-class 
electorate  voted  in  2010,  compared  with 
76%  of  professionals.  Turnout  among  18-  to 
24-year-olds  was  just  44%.  Following  a  se¬ 
ries  of  scandals  over  mps’  expenses  claims 
and  a  brutal  economic  slump,  some  reject 
politics  on  a  point  of  principle.  “No  thanks, 
I  don’t  vote”  is  a  common  comment  on 
doorsteps,  canvassers  say. 

And  yet,  if  strategists  from  Britain’s 
main  parties  are  right,  these  disillusioned 
and  indifferent  folk  could  well  decide  the 
outcome  of  the  next  general  election, 
scheduled  for  2015.  The  Conservatives  and 
the  Labour  Party  are  energetically  courting 
them-and  subtly  changing  their  pitch  in 


the  process. 

This  is  an  about-turn.  For  decades  polit¬ 
ical  parties  have  concentrated  on  those 
most  inclined  to  turn  out.  Tory  activists  as¬ 
sessed  voters’  allegiances  and  likelihood 
to  vote  on  a  nine-point  scale  that  dictated 
whether  they  should  receive  leaflets,  visits 
and  help  getting  to  polling  stations.  Non¬ 
voters,  even  Conservative-minded  ones, 
got  a  lower  grade  than  those  who  were 
contemplating  voting,  even  if  the  latter 
also  said  they  supported  a  different  party. 
Labour  had  similar  systems.  “If  someone 
says  they  will  not  vote,  then  I  make  it  the 
last  conversation  I  have  with  them,”  says  a 
Labour  mp  in  a  marginal  seat. 

I  A  plague  on  both  your  houses 

Voting  at  general  elections,  %  of  total  electorate 
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But  changing  electoral  arithmetic 
means  non-voters  can  no  longer  be  ig¬ 
nored.  The  dominance  of  the  two  big  par¬ 
ties  is  over  (see  chart).  Winning  an  election 
once  meant  taking  centrist  votes  from  the 
other  lot  without  offending  core  voters. 
But  this  has  become  trickier  as  the  parties 
have  built  solid  regional  power  bases— La¬ 
bour  in  the  north,  Tories  in  the  south.  Al¬ 
though  the  Conservatives  and  Labour  still 
hope  to  win  votes  from  each  other,  polling 
by  Lord  Ashcroft,  a  Tory  peer,  suggests  that 
the  exchange  of  voters  between  the  two 
parties  has  dwindled. 

The  two  big  parties  can  try  to  raid  small¬ 
er  ones.  Labour  is  pursuing  left-wing  Liber¬ 
al  Democrat  voters  outraged  by  their 
party’s  compromises  in  government.  The 
Conservatives  are  trying  to  persuade  de¬ 
fectors  to  the  right-wing  uk  Independence 
Party  to  return  to  the  fold.  But  strategists 
believe  this  is  probably  not  enough  to  win 
either  party  a  parliamentary  majority. 
Non-voters,  by  contrast,  could  push  them 
over  the  line. 

Each  party  sees  something  to  like  about 
these  disaffected,  mostly  working-class 
Britons.  Labour  strategists  like  Marcus  Rob¬ 
erts  of  the  Fabian  Society,  a  think-tank, 
point  to  non-voters’  wariness  of  big  busi¬ 
ness  and  bankers,  their  worries  about  the 
rising  cost  of  living  and  their  affection  for 
the  National  Health  Service.  Conserva¬ 
tives  note  that  they  disapprove  of  out-of- 
work  benefits,  taxes  and  immigration 
(non-voters  may  not  turn  up,  but  they  do 
talk  to  pollsters). 

Still,  winning  them  is  hard.  Non-voters 
tend  to  have  a  deep  distrust  for  what  they 
see  as  a  self-serving  elite  in  Westminster. 
YouGov,  another  pollster,  asked  some 
whether  they  would  talk  to  an  mp  in  a 
neighbouring  seat  on  a  long  journey.  “I  do  ►► 
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►  not  talk  to  fuckwits  on  planes”  was  a  typi¬ 
cal  answer.  Only  7%  of  non-voters  agreed 
with  the  statement:  “Most  mps  are  basical¬ 
ly  honest”. 

To  overcome  this  cynicism,  generals  on 
both  sides  urge  their  political  troops  to 
campaign  noisily  and  visibly  on  local  is¬ 
sues.  Turn  up  to  everything  and  invite 
prospective  voters  to  meetings,  advises 
one  Labour  candidate,  “and  for  God’s  sake 
provide  tea.”  Face-to-face  contact  with 
non-voters  is  much  more  effective  than 
mailshots  and  phone  calls,  agrees  David 
Skelton,  a  prominent  Tory  campaigner. 

Emulating  Barack  Obama  (though  with 
much  less  money)  Britain’s  parties  have 
hired  organisers  to  build  grassroots  cam¬ 
paigns  in  crucial  constituencies.  The  Con¬ 
servatives  have  even  recruited  Jim  Messi¬ 
na,  the  brains  behind  the  Obama  machine, 
to  advise  them.  Labour  has  Arnie  Graf,  an 
American  with  decades  of  experience  of 
running  community  campaigns  in  gritty 
bits  of  Chicago  and  Baltimore.  In  Preston,  a 
northern  town,  his  neighbourhood  meet¬ 
ings  at  first  attracted  five  people;  now  over 
400  local  residents  attend. 

Elsewhere,  would-be  Labour  mps  have 
taken  to  championing  credit  unions  and 
food  banks.  Many  of  their  Conservative 
counterparts  hold  jobs  fairs.  Some  Tory  as¬ 
sociations,  including  the  one  in  Ely,  are  try¬ 
ing  to  overcome  apathy  by  inviting  local 
residents  to  help  select  candidates.  Paul 
Bristow,  one  of  those  shortlisted  there, 
hopes  that  the  final  selection  on  December 
7th  will  attract  at  least  100  non-members. 

Base  instincts 

If  successful,  such  innovations  could  boost 
turnout  and  upend  British  politics.  For 
years,  parties  have  run  elections  with  an 
iron  grip,  precision-engineering  policies 
and  messages  for  broadcast.  But  if  non-vot¬ 
ers  are  as  important  as  some  think,  such 
methods  will  be  less  important.  No 
amount  of  advertising  will  win  their  trust; 
instead,  the  parties  will  need  lots  of  boots 
on  the  ground.  That  is  good  news  for  La¬ 
bour,  with  its  larger,  younger  membership, 
and  bad  news  for  the  greying,  shrinking 
Conservative  Party. 

British  politics  would  undoubtedly 
benefit  from  greater  trust  and  voter  en¬ 
gagement.  Perhaps  the  new  emphasis  on 
non-voters  will  help  advance  both.  Yet 
there  is  danger  for  parties  in  chasing  those 
disinclined  to  vote.  History  suggests  that 
when  politicians  play  to  core  voters  they 
make  bad  policies;  far  better  to  colonise 
the  political  middle  ground.  But  the  parties 
seem  to  be  convincing  themselves  that 
banging  on  about  fat  cats  (in  Labour’s  case) 
and  immigrants  (in  the  Conservatives’ 
case)  can  in  effect  broaden  their  political 
base.  By  seeing  in  non-voters  echoes  of 
their  most  basic  instincts,  they  risk  being 
led  away  from  the  sensible  centre.  That 
way  ruin  lies.  ■ 


Rural  thefts 

On  the  lamb 

WOOL 

The  revival  of  an  old  crime 

CRIME  has  been  falling  in  Britain  since 
the  mid-1990s,  with  very  few  excep¬ 
tions.  Police  fret  about  rising  online  fraud 
and  phishing  scams  perpetuated  by 
sophisticated  global  criminal  networks. 
And  then  there’s  sheep  rustling. 

Between  2010  and  2011  the  cost  of 
thefts  of  farm  animals  shot  up  by  170%, 
according  to  nfu  Mutual,  which  insures 
three-quarters  of  Britain’s  farmers.  They 
were  up  again  last  year,  by  a  more  mod¬ 
est  4%,  when  about  69,000  sheep  were 
stolen.  The  rise  continues,  says  the  insur¬ 
er.  Over  the  past  three  years  £413,530 
($676,000)  worth  of  livestock,  mostly 
sheep,  has  been  stolen  in  Cumbria.  In 
November  police  in  the  north  Pennines 
held  a  kind  of  reverse  identification 
parade,  asking  farmers  if  any  sheep 
recovered  from  thieves  had  been  pilfered 
from  their  fields. 

August  is  a  particularly  bad  time  for 
thefts,  says  Steve  Marsh  of  Dorset  Police. 
Lambs  are  fat  and  ready  for  slaughter. 
Thieves  rarely  have  land  on  which  to 
graze  large  herds  so  they  need  animals 
ready  to  eat.  Most  are  slaughtered  quick¬ 
ly,  he  reckons,  either  in  makeshift  abat¬ 
toirs  or  in  slaughterhouses  willing  to 
overlook  the  animals’  lack  of  paperwork. 
The  meat  is  then  sold  illegally.  Unlike 
other  easily  nickable  items,  such  as  dvd 
players,  the  price  of  lamb  has  risen,  mak¬ 
ing  it  an  appetising  option.  In  the  legal 
market,  prices  have  gone  up  from  £6.77  a 
kilo  in  2009  to  £7.86,  according  to  Kantar 
Worldpanel,  a  research  firm. 

The  nature  of  modern  farming  makes 
livestock  rustling  fairly  easy.  Sheep  are 


often  grazed  in  isolated  fields  far  from  the 
farmstead,  or  on  common  land  where 
they  are  vulnerable  to  raiders.  Farmers 
can  no  longer  keep  constant  watch  over 
their  flocks.  At  least  160  sheep  were  stolen 
in  the  village  of  Wool  in  Dorset  in  early 
November.  Police  say  they  were  nabbed 
between  8am  on  one  Saturday  and 
2.30pm  on  the  following  Monday;  they 
can  narrow  down  the  time  no  further. 

Meanwhile  other  rural  thefts  decline. 
Thieves  used  to  winch  tractors  onto 
lorries  before  taking  them  to  sell  in  east¬ 
ern  Europe,  says  Tim  Price  of  nfu  Mutu-  * 
al.  But  security  on  tractors  has  improved. 
Until  recently  the  same  key  could  be  used 
to  start  vehicles  on  different  farms. 
Manufacturers  have  fixed  this  and  also 
added  engine  immobilisers.  Insurance 
claims  are  declining.  Stealing  scrap  metal 
is  harder,  too:  dealers  must  now  verify 
sellers’  identities  and  are  no  longer  al¬ 
lowed  to  pay  them  in  cash.  Sheep  rus¬ 
tling  looms  larger  as  a  result. 

The  thieves  know  what  they  are 
doing,  says  Rory  Stewart,  mp  for  Penrith 
and  the  Border,  an  area  with  a  rich  his¬ 
tory  of  sheep  theft  (Wat  Scott  of  Harden, 
a  legendary  Renaissance  rustler,  is  said  to 
have  roared  at  a  haystack:  “By  my  soul, 
had  ye  but  four  feet  ye  shouldna  stand 
long  there”).  They  understand  how  to 
handle  the  animals  and  probably  use 
quad  bikes  to  round  them  up  and  shep¬ 
herd  them  into  lorries.  They  target  sheep 
because  unlike  cattle,  which  have  elec¬ 
tronic  id  tags  and  passports,  sheep  sim¬ 
ply  have  ear  tags  which  are  easy  to  re¬ 
move.  The  shear  audacity. 
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Bagehot  |  Top  of  the  class 


Borisjohnson  is,  for  once,  more  sinned  against  than  sinning 


USHERING  Bagehot  into  his  shiny,  inelegant  Thames-side  of¬ 
fice,  Boris  Johnson  says  he  will  always  have  time  for  The 
Economist.  We  ran  his  first  piece,  he  reveals-a  “world  scoop”,  no 
less.  For  the  next  few  minutes  your  columnist-aware  that  he  has 
been  promised  only  15  with  the  mayor  of  London-tries  to  steer 
him  off  the  topic  of  his  first  professional  experience,  and  fails.  An 
amusing  story  is  to  Mr  Johnson  as  an  oasis  to  a  thirsty  camel. 

Fresh  out  of  Eton,  he  had  wangled  an  internship  on  this  news¬ 
paper,  he  says,  because  “about  three  of  my  uncles”  (in  fact,  two) 
were  writing  for  it.  This  is  a  curious  start  to  a  conversation  about 
privilege  and  social  mobility,  a  subject  Mr  Johnson  has  recently 
been  opining  on,  as  he  appears  suddenly  to  appreciate.  “It  was  a 
disgraceful  example  of,  umm...”  he  blusters,  then  resumes  the 
gallop.  “The  piece  was  about  a  plan  for  a  third,  no,  second,  either 
second  or  third,  bridge  over  the  Bosphorus,  and  not  since  Xerxes 
or  Darius  had  there  been,  you  know,  blablafishcakes,  and  they 
put  it  in!  My  first  published  piece!”  he  cries.  Then  comes  the  inev¬ 
itable  addendum:  “It  did,  I’m  afraid,  contain  at  least  one  glaring 
factual  inaccuracy ...” 

“I  think  I  confused  Xerxes  with  Darius  or  possibly  Cambyses 
and  about  15  Canadian  professors  wrote  to  denounce  it,”  says  Mr 
Johnson,  before  giving  a  cameline  snort  as  he  races  for  the  water’s 
edge.  “But  of  course  it’s  very  difficult  to  get  a  scoop  right. .  .not  that 
it  was  perhaps  the  most  exciting  scoop  ever  broken— I  mean,  ‘new 
bridge  in  Turkey!”’  He  sits  back,  chuckling,  lapping  it  up. 

That  incident  was  an  augury  of  Mr  Johnson’s  brilliant  career. 
He  is  privileged,  funny,  prone  to  blunder  and  rarely  inconve¬ 
nienced  by  the  fallout.  All  of  which  has  been  richly  evident  since 
November  28th,  when  the  mayor  gave  a  state-of-the  nation  sort 
of  an  address,  entitled:  “What  would  Maggie  do?” 

It  was  a  good  speech.  Blending  his  usual  ribald  good  humour, 
high-wire  metaphors  and  thunderous  optimism,  the  mayor  took 
a  tour  of  some  of  Britain’s  biggest  problems,  from  rotten  infra¬ 
structure  to  slowing  social  mobility,  and  presumed  to  say  how 
the  recently  deceased  Tory  prime  minister  would  have  managed 
them.  His  answer  was  unsurprising:  with  the  indomitable  ambi¬ 
tion  and  faith  in  private  enterprise  she  brought  to  the  problems  of 
her  own  time.  It  was  Mr  Johnson’s  particular  thoughts  on  the 
“freezing  of  the  canals  of  opportunity”  that  got  him  into  trouble. 


Inequality  is  in  the  nature  of  capitalism-not  least,  Mr  John¬ 
son  ventured  to  say,  because  those  with  a  low  10  are  ill-equipped 
to  compete  for  its  spoils.  This  makes  it  incumbent  upon  society  to 
spread  opportunity  to  all  who  can  compete-shaking  the  nation¬ 
al  cornflake  packet,  as  he  perplexingly  put  it-and  helping  those 
who  cannot.  That  was  a  solid  analysis.  Yet  the  speech  created  a 
storm  of  derision.  Tristram  Hunt,  the  Labour  education  spokes¬ 
man,  scented  a  “whiff  of  eugenics”,  which  was  preposterous,  but 
politics  as  usual.  Less  easily  explicable  was  a  rush  by  Mr  John¬ 
son’s  own  Tory  colleagues,  including  David  Cameron,  the  prime 
minister,  and  George  Osborne,  the  chancellor  of  the  exchequer, 
to  disown  it.  “I  will  let  Boris  speak  for  himself,”  Mr  Cameron  said 
primly.  Nick  Clegg,  the  Liberal  Democrat  deputy  prime  minister, 
railed  against  the  mayor’s  “careless  elitism”. 

“Was  ever  a  man  so  unfairly  and  so  wilfully  traduced  and  mis¬ 
understood?”  laments  Mr  Johnson;  and  for  once  in  his  scandal- 
adorned  career  he  has  a  point.  His  was  not  an  argument  for  the 
status  quo.  It  was  an  argument  “for  shaking  up  the  cornflakes,  vig¬ 
orously”.  Yet  the  response  to  it  suggests,  in  part,  how  hard  that  is. 

Britain’s  national  cereal  packet  has  been  too  tranquil  in  recent 
times,  as  the  waves  of  mobility  that  characterised  the  first  half  of 
the  20th  century  have  slowed.  By  some  measures,  including  the 
undiminishing  contribution  of  a  few  expensive  public  schools  to 
the  country’s  Oxbridge-educated  elite,  privilege  has  become  en¬ 
trenched.  That  is  a  problem  politicians  tend  to  ignore,  because  it 
is  fiendishly  hard  to  solve.  Pondering  explanations  for  it,  Mr  John¬ 
son  pointed  to  poor  state  education  and  assortative  mating,  by 
which  well-educated  people  perpetuate  their  advantage.  Yet  the 
biggest  reason  for  the  “apparent  freezing  of  the  canals  of  opportu¬ 
nity”  is  the  maturation  of  Britain’s  economy,  which  has  made 
new  vistas  of  opportunity  rare.  Much  better  education  is,  as  Mr 
Johnson  said,  the  best  answer.  Yet  it  will  not  come  soon  and  even 
then  it  is  more  a  promise  of  new  talent  than  new  vistas. 

A  bunch  of  bickering  toffs 

Mr  Johnson  was  not  the  first  prominent  Tory  to  define  the  pro¬ 
blem  in  recent  weeks.  Yet  he,  unlike  Sir  John  Major,  William 
Hague  and  Michael  Gove,  was  the  only  conspicuous  inheritor  of 
privilege  to  do  so.  This  is  the  other  reason  the  Tory  leadership— 
who  he  now  derides,  again  rightly,  as  “cowardy  custards”-dis- 
owned  him.  Mr  Cameron  and  Mr  Osborne  must  fear  Mr  John¬ 
son’s  remarks  highlight  their  own  considerable  poshness  at  a 
time  when  it  is  becoming  increasingly  awkward.  Polling  by  You- 
Gov  suggests  that,  given  a  choice  of  qualities  to  describe  Mr  Cam¬ 
eron,  voters  are  most  likely  to  plump  for  “upper  class”. 

He  is  right  to  worry  about  that,  but  not  to  be  scared.  Britain  is  a 
class-infused  society,  but  its  politics  are  no  longer  class-based,  as 
the  popularity  of  Mr  Johnson  suggests.  According  to  the  same 
YouGov  poll,  the  mayor  is  viewed  as  “ambitious,  charismatic 
and  intelligent”.  That  is  tough  on  Mr  Cameron,  who  has  presided 
over  a  debt-racked,  unhappy  country;  Mr  Johnson  has  merely 
run  its  richest  city.  Yet  it  still  offers  a  lesson  for  the  prime  minister. 

When  voters  describe  Mr  Cameron  as  a  toff,  they  refer  not 
only  to  what  he  is  but  also  to  what  he  does.  They  mean  the  prime 
minister’s  perceived  aloofness,  his  reputation  for  not  listening, 
his  party’s  reputation  for  being  out  of  touch  with  common  con¬ 
cerns.  They  mean,  perilously  for  Mr  Cameron,  they  are  losing 
faith  in  him.  The  prime  minister  will  not  regain  that  by  slapping 
down  his  more  popular  rival.  Instead  of  condemning  the  straight- 
talking  Mr  Johnson,  he  should  emulate  him.  ■ 
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The  fall  of  a  former  Nordic  education  star  in  the  latest  PISA  tests  is  focusing  interest 
on  the  tougher  Asian  model  instead 


W  HEN  the  first  Programme  for  Interna¬ 
tional  Student  Assessment  (pisa) 
tests  to  focus  on  maths  results  were  pub¬ 
lished  a  decade  ago,  Finland’s  blue-cross 
flag  fluttered  near  the  top  of  the  rankings. 
Its  pupils  excelled  at  numeracy,  and  topped 
the  table  in  science  and  reading.  Education 
reformers  found  the  prospect  of  non-selec- 
tive,  high-achieving  and  low-stress  educa¬ 
tion  bewitching. 

Every  three  years  since  then,  15-year- 
olds  have  sat  pisa  tests  in  maths,  reading 
and  science.  In  201 2  fully  500,000  heads 
were  bent  over  desks  for  the  exam  in  65 
countries  or  cities.  The  results,  published 
on  December  3rd,  doled  out  a  large  helping 
of  humble  pie  to  Europe’s  former  champi¬ 
on.  Finland  has  fallen  by  22  points  on  its 
2009  result,  with  smaller  falls  (12  points 
and  9)  in  reading  and  science.  “The  golden 
days  are  over,”  lamented  the  Finnbay 
news  website. 

None  of  this  should  have  come  as  a  sur¬ 


prise.  Finland’s  maths  performance  has 
been  tailing  off  since  2006.  But  it  is  worsen¬ 
ing  faster  than  in  other  countries  with  fall¬ 
ing  scores  such  as  Canada  and  Denmark. 
The  Asian  high-fliers  (Shanghai,  Hong 
Kong  and  Singapore)  have  consolidated 
their  position  at  the  top.  Much  soul-search¬ 
ing  is  under  way  in  Helsinki. 

Leena  Krokfors,  an  academic  there, 
blames  declining  motivation  and  a  failure 
of  maths  teachers  and  the  curriculum  to  in¬ 
spire  enthusiasm.  Others  are  beginning  to 
wonder  whether  the  egalitarian  nature  of 
Finnish  education  might  be  an  underlying 
problem .Juha  Yia-Jaaski,  who  runs  a  tech¬ 
nology  project  to  stretch  the  academically 
able,  worries  that  a  focus  on  raising  the 
achievement  of  the  majority  of  pupils 
shortchanges  the  cleverest.  The  country  is 
“kidding  itself”,  Ms  Jaaska  says,  if  it  thinks 
they  can  catch  up  at  university. 

As  Finns  argue  about  how  to  retain 
their  pre-eminence,  many  other  countries 
in  the  West  still  envy  it-as  well  as  the  pro¬ 
gress  of  rapid  improvers  such  as  Estonia 
and  Poland.  France  and  Germany,  in  con¬ 
trast,  have  flatlined.  America’s  dire  show¬ 
ing  led  Arne  Duncan,  the  education  secre¬ 
tary,  to  decry  “a  picture  of  educational 
stagnation”,  with  Americans  being  “out- 
educated”  by  the  Chinese.  Some  hope  for  a 
motivating  shock  like  that  delivered  ini957 
by  the  Soviet  Sputnik  launch. 

Get  me  into  orbit 

More  important  than  individual  country 
scores  are  the  underlying  trends.  Asian  sys¬ 
tems  are  clearly  no  longer  just  hothouses 
for  swots.  Their  best  performers  have 
briskly  extended  opportunity  to  children 
of  poorer  families,  narrowing  the  achieve¬ 
ment  gap.  Chinese  officials  say  other  big 
urban  centres  will  emulate  Shanghai’s  stel¬ 
lar  results  by  2029. 

Andreas  Schleicher,  who  runs  the  pisa 
tests  on  behalf  of  the  Organisation  for  Eco¬ 
nomic  Co-operation  and  Development,  a 
Paris-based  think-tank  for  rich  countries, 
notes  that  well  over  half  of  Shanghai’s  pu¬ 
pils  had  a  “deep  conceptual  knowledge”  of 
maths,  as  opposed  to  around  13%  in  mid¬ 
dling  countries  like  Britain.  That  pertained 
even  for  those  from  disadvantaged  back¬ 
grounds:  “a  remarkable  performance”, 
concludes  Mr  Schleicher. 

But  the  glory  prompts  questions.  One 
concerns  the  psychological  price  paid. 
Asian  children  have  a  brutal  load  of  after-  ►► 
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►  school  classes  and  the  system  is  harsh  on 
failure.  Others  question  the  methodolo¬ 
gy-some  think  that  making  education  sys¬ 
tems  PiSA-friendly  has  become  a  skill  in  it¬ 
self.  Scores  do  not  show,  for  instance,  how 
well  pupils  can  apply  what  they  have 
learned  in  later  life. 

Politicians  claim  that  pis  a  justifies  their 
particular  selection  of  policies.  Britain’s 
Conservative  schools  minister,  Michael 
Gove,  says  the  results  vindicate  his  drive  to 
change  how  schools  are  run,  but  his  oppo¬ 
nents  argue  that  his  beloved  free  schools, 
modelled  on  Sweden’s  state-funded  but 
independent  Friskola,  have  not  raised 
overall  performance  (Sweden  fell  well  be¬ 
low  the  oecd  average  in  overall  rankings.) 

The  structure  of  education  systems 
seems  to  count  for  less  than  overall  culture. 
England,  Northern  Ireland  and  Scotland 
have  markedly  different  varieties  of 
school-England  has  moved  gradually 


W  ORTHLESS  currency  is  not  neces¬ 
sarily  useless.  It  can  be  a  pointed 
way  of  shaming  someone  who  asks  for  a 
bribe.  That  is  the  thinking  behind  zero- 
rupee  notes,  an  Indian  anti-corruption 
gimmick  now  attracting  worldwide 
interest.  They  look  roughly  like  50-rupee 
($0.80)  notes;  people  are  encouraged  to 
hand  them  to  corrupt  officials,  signalling 
resistance  to  sleaze. 

Vijay  Anand,  founder  of  5th  Pillar,  an 
anti-bribery  campaign  that  launched  the 
notes,  calls  them  a  “non-violent  weapon 
of  non  co-operation”.  His  group  has 
distributed  more  than  2.5m  since  2007. 
The  idea  is  catching  on:  campaigners 
from  Argentina,  Nepal,  Mexico  and 
Benin  have  been  in  touch  asking  for 
details.  Malaysia  is  mulling  a  similar 
project.  And  a  worthless  note  will  be 


over  the  past  decade  to  greater  managerial 
autonomy  from  local  bureaucracies,  Scot¬ 
land  retains  a  centralised  system  and 
Northern  Ireland  kept  selective  schools. 
Their  results  are  very  similar  and  none  ex¬ 
cel.  Overall,  Asians  and  eastern  Europeans 
are  improving  much  faster  than  America 
and  western  Europe,  regardless  of  how 
schools  are  organised. 

New  education  stars  can  emerge  and 
old  ones  fade  fast.  But  the  broader  lesson 
may  be  simple,  if  brutal.  Successful  coun¬ 
tries  focus  fiercely  on  the  quality  of  teach¬ 
ing  and  eschew  zigzag  changes  of  direction 
or  philosophy.  Teachers  and  families  share 
a  determination  to  help  the  young  suc¬ 
ceed.  Vietnam  is  now  in  eighth  place  for 
maths,  besting  many  rich  countries  which 
spend  far  more.  Pushy  parenting  helps  too. 
Half  of  all  Vietnamese  parents  stay  in  regu¬ 
lar  contact  with  teachers  to  monitor  their 
children’s  progress.  ■ 


launched  in  Yemen  next  year. 

Yemen  is  usually  reckoned  to  be  one 
of  the  world’s  most  corrupt  countries. 

But  Mariam  Adnan,  an  activist  there,  says 
a  new  generation  may  be  amenable  to 
change.  Her  group  is  handing  out  5,000 
“honest  riyals”  in  schools  and  universi¬ 
ties.  “You  have  to  change  minds  before 
you  can  change  laws,”  she  says. 

Such  campaigns  might  be  risky  in 
countries  where  bribes  are  extorted  at 
gunpoint.  But  in  places  where  public 
opinion  is  already  shifting,  they  could  be 
a  useful  way  of  making  bureaucrats 
behave  better.  Shaazka  Beyerle,  an  expert 
on  civil  resistance  campaigns,  says  that 
using  the  zero-rupee  note  offers  protec¬ 
tion.  It  shows  a  person’s  affiliation  with  a 
larger  movement  which  cannot  be 
brushed  aside  by  one  angry  official. 


Political  poetry 

What  rhymes 
with  protest? 

A  new  twist  on  an  old  tradition 

1ANDAYS  are  part  of  an  ancient  oral  tradi¬ 
tion.  Originally  a  means  (scholars  sur¬ 
mise)  of  communication  between  travel¬ 
ling  traders’  caravans  in  the  Indo-Aryan  era 
4,000  years  ago,  they  are  now  used  by 
Pushtun  women  to  lament  their  lot. 

Mother,  come  to  the  jailhouse  windows. 

Talk  to  me  before  i  go  to  the  gallows. 

The  couplets  are  usually  collectively  writ¬ 
ten  and  anonymous.  They  may  lack  the 
glitz  of  works  by  Western  protest  poets 
such  as  Allen  Ginsberg  or  Joan  Baez.  But 
they  mark  a  renaissance  of  a  genre  that  in 
the  rich  world  is  largely  seen  as  a  relic. 

Eliza  Griswold,  a  poet  and  co-author  of 
“I  am  the  Beggar  of  the  World”,  a  forthcom¬ 
ing  book  on  landays,  notes  that,  like  West¬ 
ern  protest  poetry,  the  newer  forms  use 
folk  traditions,  with  an  oral  quality  that 
blends  poetry  with  song.  In  Iran,  the  poet¬ 
ry  is  a  continuation  of  a  centuries-old  liter¬ 
ary  tradition.  Elsewhere  it  is  newer.  Syrian 
poetry,  says  Ghada  Alatrash,  a  Syrian- 
Canadian  translator,  has  changed  drasti¬ 
cally  since  the  war,  ditching  airy  and  ro¬ 
mantic  themes  for  harsh  subjects  such  as 
death  and  destruction. 

Putting  suffering,  anger  and  hope  into 
words  is  a  risky  business.  Last  year  masked 
men  broke  into  the  home  of  Carbono  Casi- 
miro,  a  popular  Angolan  rap  artist,  and 
beat  up  anti-government  rappers  who 
were  meeting  there.  A  Qatari  poet,  Mu¬ 
hammad  Ibn  al-Dheeb  al-Ajami,  was  ar¬ 
rested  in  2011  and  sentenced  to  life  impris¬ 
onment,  cut  on  appeal  to  15  years,  for 
“inciting  the  overthrow  of  the  ruling  sys¬ 
tem”  with  his  poem  “Tunisian  Jasmine”, 
celebrating  the  pro-democracy  movement. 
It  called  Arab  rulers:  “without  exception, 
thieves!” 

Syrians  writing  poems  on  Facebook 
“have  been  taken  away,”  says  Ms  Alatrash. 
But,  she  adds,  “that  doesn’t  seem  to  stop 
anyone.  It’s  a  tool  in  their  hands  that 
they’ve  never  held.” 

Landays,  with  their  many  unnamed 
contributors,  can  be  safer.  But  Ms  Griswold 
tells  of  an  Afghan  poet  who  killed  herself 
when  her  family  found  she  was  part  of  a 
secret  women’s  literary  circle.  They  beat 
her  and  her  father  ripped  up  her  writings 
(though  some  survive  in  oral  form). 

My  darling,  you’re  just  like  America. 

You’re  guilty.  I  apologise. 

It’s  not  by  her.  Though  with  landays,  you 
never  really  know  the  author.  ■ 


Give  the  money  and  run 


Beating  bribery 

Small  change 

An  increasingly  popular  weapon  in  the  fight  against  corruption:  fake  money 


kia.com 


Introducing  our  world-class 
luxury  sedan,  the  K900. 


They  say  tradition  and  heritage  are  what  make  a  luxury  sedan,  but  is  that  truly  the  case?  Or  is 
it  the  fact  that  it's  meticulously  crafted  from  the  finest  materials  available?  Or  that  it's  equipped 
with  the  most  advanced  onboard  technology  and  is  the  perfect  combination  of  comfort,  power 
and  elegant  design?  While  others  may  be  convinced  that  history  is  what  defines  a  luxury  sedan, 
we  invite  you  to  come  to  your  own  conclusion.  Experience  the  K900  for  yourself  at  kia.com/K900. 


2015  K900  expected  Spring  2014.  Initially  only  available  in  select  markets  with  limited  availability.  2015  K900  V8  prototype  shown  with  optional  features.  Not  all  features  are 
available  on  all  trim  levels. 
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The  future  of  corporate  IT 

Surfing  a  digital  wave,  or  drowning? 


Information  technology  is  everywhere.  For  companies’  IT  departments,  that  is  a 
mixed  blessing 


THE  days  of  derision  are  long  gone:  now 
geeks  are  gods.  Amazon,  Apple,  Face- 
book,  Google  and  Twitter  are  reinventing 
the  ways  in  which  mere  mortals  converse, 
read,  play,  shop  and  live.  To  thousands  of 
bright  young  people,  nothing  is  cooler 
than  coding  the  night  away,  striving  to  turn 
their  own  startup  into  the  next  big  thing. 

A  little  of  this  glamour  should  by  rights 
be  lighting  up  companies’  information- 
technology  departments,  too.  Corporate  it 
has  been  around  for  decades,  growing  in 
importance  and  expense.  Its  bosses,  styled 
for  20-odd  years  as  chief  information  offi¬ 
cers,  may  perch  only  a  rung  or  two  from 
the  top  of  the  corporate  ladder. 

However,  it  departments  have,  in 
many  non-tech  firms,  remained  hidden 
away,  automating  unexciting  but  essential 
functions-supply  chains,  payroll  and  so 
forth.  And  by  now,  this  digitising  of  busi¬ 
ness  processes  “has  played  itself  out  in  a 
lot  of  enterprises,”  says  Lee  Congdon,  the 
chief  information  officer  of  Red  Hat,  a  pro¬ 
vider  of  open-source  software. 

There  is  still  plenty  going  on  in  the  back 
office:  the  advent  of  cloud  computing 
means  that  software  can  be  continually 
updated  and  paid  for  by  subscription,  and 
that  fewer  companies  will  need  their  own 
data  centres.  But  the  truly  dramatic  change 
is  happening  elsewhere.  Demands  for  dig¬ 
itisation  are  coming  from  every  corner  of 
the  company.  The  marketing  department 


would  like  to  run  digital  campaigns.  Sales 
teams  want  seamless  connections  to  cus¬ 
tomers  as  well  as  to  each  other.  Everyone 
wants  the  latest  mobile  device  and  to  try 
out  the  cleverest  new  app.  And  they  all 
want  it  now. 

Rich  prizes  beckon  companies  that 
grasp  digital  opportunities;  ignominy 
awaits  those  that  fail.  Some  are  seizing 
their  chance.  Burberry,  a  posh  British  fash¬ 
ion  chain,  has  dressed  itself  in  it  from  top 
to  toe.  Clever  in-store  screens  show  off  its 
clothes.  Employees  confer  on  Burberry 
Chat,  an  internal  social  network.  This  may 
explain  why  Apple  has  poached  Angela 
Ahrendts,  Burberry’s  chief  executive,  to 
run  its  own  shops. 

In  theory,  this  is  a  fine  opportunity  for 
the  it  department  to  place  itself  right  at  the 
centre  of  corporate  strategy.  In  practice,  the 
rest  of  the  company  is  not  always  sure  that 
the  it  guys  are  up  to  the  job— and  they  are 
often  prepared  to  buy  their  own  it  from 
outsiders  if  need  be.  Worse,  it  seems  that  a 
lot  of  it  guys  doubt  their  own  ability  to 
keep  up  with  the  pace  of  the  digital  age.  Ac¬ 
cording  to  Dave  Aron  of  Gartner,  a  re¬ 
search  firm,  in  a  recent  survey  of  chief  in¬ 
formation  officers  around  the  world  just 
over  half  agreed  that  both  their  businesses 
and  their  it  organisations  were  “in  real 
danger”  from  a  “digital  tsunami”.  “Some 
feel  excited,  some  feel  threatened,”  says  Mr 
Aron,  “but  nobody  feels  like  it’s  boring  and 
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business  as  usual.” 

One  reason  for  worry  is  that  it  bosses 
are  conservative  by  habit  and  with  good 
reason.  Above  all  they  must  keep  essential 
systems  running-and  safe.  Those  systems 
are  under  continual  attack.  If  they  are 
breached,  the  head  of  it  carries  the  can. 
More  broadly,  it  departments  like  to  know 
who  is  up  to  what.  Many  of  them  gave  up 
one  battle  long  ago,  by  letting  staff  choose 
their  own  smartphones  (a  trend  known  as 
“bring  your  own  device”).  When  the  chief 
executive  insists  on  an  iPhone  rather  than 
a  fogeyish  BlackBerry,  it  is  hard  to  refuse. 

That  has  been  no  bad  thing,  given  the 
enormous  number  of  applications  being 
churned  out  for  Apple’s  devices  and  those 
using  Google’s  Android  operating  system, 
many  of  which  can  do  wonders  for  pro¬ 
ductivity.  The  trouble  lies  in  keeping  tabs 
on  all  the  apps  people  like  to  use  for  work. 
With  cloud-based  file-sharing  services  or 
social  media,  it  is  easy  to  share  information 
and  to  switch  from  a  pc  in  the  office  to  a 
mobile  device.  But  if  people  are  careless, 
they  may  put  confidential  data  at  risk. 
They  may  run  up  bills  as  well.  Many  appli¬ 
cations  cost  nothing  for  the  first  few  users 
but  charges  kick  in  once  they  catch  on. 

Impatient  marketers 

The  digital  world,  however,  runs  faster 
than  the  typical  it  department’s  default 
speed.  Other  bits  of  the  business  are  not  al¬ 
ways  willing  to  wait.  Marketing,  desperate 
to  use  digital  wiles  to  woo  customers  and 
to  learn  what  they  are  thinking,  is  especial¬ 
ly  impatient.  Forrester,  another  research 
firm,  estimates  that  marketing  depart¬ 
ments’  spending  on  it  is  rising  two  to  three 
times  as  fast  as  that  of  companies  as  a 
whole.  Almost  one  in  three  marketers 
thinks  the  it  department  hinders  success. 

The  it  crowd  worry  that  haste  has  hid-  ►► 
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►  den  costs.  The  marketers,  points  out  Vijay 
Gurbaxani  of  the  Centre  for  Digital  Trans¬ 
formation  at  the  University  of  California, 
Irvine,  will  not  build  in  redundancy  and 
disaster  recovery,  so  that  not  all  is  lost  if 
projects  go  awry.  To  the  cautious  folk  in  it 
departments,  this  is  second  nature. 

A  lack  of  resources  does  not  help.  Cor¬ 
porate  budgets  everywhere  are  under 
strain,  and  it  is  often  still  seen  as  a  cost 
rather  than  as  a  source  of  new  business 
models  and  revenues.  A  lot  of  it  heads,  in¬ 
deed,  report  to  the  chief  financial  officer- 
although  opinions  differ  about  how  much 
formal  lines  of  command  matter.  But  even 
if  money  is  not  in  short  supply,  bodies  are. 
When  the  whole  company  is  looking  for 
new  ways  to  put  technology  to  work,  the 
it  department  cannot  do  it  all. 

In  different  ways,  a  lot  of  companies 
have  decided  that  it  shouldn’t.  Many  tech¬ 
nology-intensive  organisations  have  long 
had  chief  technology  officers,  who  keep 
products  at  the  cutting  edge,  while  leaving 
chief  information  officers  in  charge  of  the 
internal  plumbing.  Lately  a  new  post  has 
appeared:  the  chief  digital  officer,  whose 
task  is  to  seek  ways  of  embedding  digital 
technology  into  products  and  business 
models.  Gartner  estimates  that  5-6%  of 
companies  now  have  one.  About  half 
practise  some  form  of  “two-speed  it”. 

If  the  chief  information  and  digital  offi¬ 
cers  work  nicely  together,  it’s  “fantastic,” 
says  Didier  Bonnet  of  Capgemini,  a  firm  of 
consultants.  He  points  to  Starbucks,  where 
such  a  pair  have  operated  in  tandem  since 
last  year.  The  chief  digital  officer,  Adam 
Brotman,  oversees  all  the  coffee  chain’s 
digital  projects,  from  social  media  to  mo¬ 
bile  payments,  which  used  to  be  spread 
around  different  groups.  But  there  are  also 
examples,  Mr  Bonnet  adds,  of  conflict, 
which  “can  slow  you  down  rather  than 
speed  you  up”.  Whatever  the  digital  team 
comes  up  with  still  needs  to  fit  in  with  the 
business’s  existing  it  systems. 

So  it  chiefs  somehow  have  to  let  a 
thousand  digital  ideas  bloom,  while  keep¬ 
ing  a  weather  eye  on  the  whole  field.  At 
Dell,  a  pc-maker  shifting  towards  services 
and  software,  Adriana  Karaboutis,  the 
chief  information  officer,  says  that  she 
works  closely  with  the  marketing  depart¬ 
ment:  people  there  have  developed  appli¬ 
cations  which,  once  screened  by  the  it 
team,  have  ended  up  in  Dell’s  internal  and 
external  app  stores.  With  such  co-opera¬ 
tion,  says  Ms  Karaboutis,  “people  stop  see¬ 
ing  it  as  something  to  go  around,  but  as 
something  to  partner  with.” 

Corporate  it  bosses  are  right  to  fear  be¬ 
ing  overwhelmed.  But  cleaving  to  their  old 
tasks  and  letting  others  take  on  the  new  un¬ 
supervised  is  not  an  option.  Forrester  calls 
this  a  “titanic  mistake”.  The  it  department 
is  not  about  to  die,  even  if  many  functions 
ascend  to  the  cloud.  However,  those  of  its 
chiefs  who  cannot  adapt  may  fade  away.  ■ 


Patent  reform  in  America 

Trolls  on  the  hill 


SAN  FRANCISCOANDWASHINGTON,  DC 

Congress  takes  aim  at  patent  abusers 

N  SCANDINAVIAN  folklore  trolls  were 

dumpy  with  grotesque  faces  and  uncon¬ 
trollable  hair.  These  horrifying  creatures 
have  given  their  name  to  patent  trolls,  who 
buy  up  lots  of  vaguely  worded  patents  and 
then  use  them  to  extract  cash  from  unsus¬ 
pecting  victims-who  pay  them  off  rather 
than  risk  a  pricey  lawsuit.  It  is  not  hard  to 
identify  the  obvious  ones,  but  writing  laws 
to  catch  them  without  endangering  every¬ 
one  else  is.  Having  tried  once  with  the 
America  Invents  Act  of  2011,  Congress  is 
having  another  go.  The  Innovation  Act 
looks  set  to  become  law  by  the  end  of  the 
year,  after  attracting  an  unusual  amount  of 
support  from  both  parties. 

Over  the  past  few  decades  there  has 
been  a  rapid  increase  in  the  number  of 
lawsuits  over  intellectual-property  in¬ 
fringements.  According  to  Jim  Bessen  of 
Boston  University,  since  the  early  1980s  the 
number  has  increased  sixfold.  That  might 
merely  be  a  sign  that  there  has  been  lots  of 
innovation,  but  the  threefold  increase  in 
the  number  of  lawsuits  per  patent  filed 
over  the  same  period  suggests  that  some¬ 
thing  else  is  going  on. 

Many  patent  cases  involve  companies 
defending  real  innovations  from  copycats. 
But  a  large  number  are  “pure  shake- 
downs”,  says  Josh  Mendelsohn  of  Engine 
Advocacy,  a  lobby  group  for  startups.  He 
says  some  venture  capitalists  have  to  give 
extra  cash  to  the  firms  they  have  backed 
just  to  fight  off  trolls.  Since  patent  lawsuits 
can  be  filed  against  the  end  users  of  new 
technologies,  startups  can  find  that  cus¬ 
tomers  will  only  deal  with  them  if  they  are 
indemnified  against  future  infringements. 
It  is  often  cheaper  and  quicker  to  pay  up. 

Though  the  patent  system  touches  all 
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areas  of  business,  the  problem  is  concen¬ 
trated  in  software.  Such  patents  are  often 
abstract,  dealing  in  descriptions  of  what 
the  software  does  rather  than  in  lines  of 
code.  Timothy  Holbrook  of  Emory  Univer¬ 
sity  in  Atlanta  doubts  that  fixing  the  pro¬ 
blems  caused  by  these  abstract  patents  re¬ 
quires  a  new  law.  Todd  Dickinson,  of  the 
American  Intellectual  Property  Law  Asso¬ 
ciation,  says  that  the  2011  law  has  provi¬ 
sions  to  deal  with  such  problems  and  just 
needs  time  to  settle  in. 

Those  arguments  have  been  brushed 
aside,  for  two  reasons.  First,  the  troll  pro¬ 
blem  faced  by  tech  investors  is  not  getting 
better.  Second,  the  sending  of  threatening 
patent-infringement  letters  has  become 
speculative.  Even  restaurants  and  grocery 
shops  have  received  letters  threatening 
them  with  a  patent  lawsuit,  over  such 
things  as  offering  Wi-Fi  to  customers  or 
mapping  their  locations  online.  Not  all 
congressmen  have  tech  startups  in  their 
districts,  but  most  have  constituents  who 
have  had  letters  telling  them  to  pay  $500. 

Those  threatened  with  lawsuits  must 
pay  just  to  find  out  about  their  alleged  in¬ 
fringement  and  can  run  up  large  legal  bills 
even  when  they  win.  By  shifting  the  costs 
of  litigation  on  to  the  loser  and  forcing  pat¬ 
ent  holder  to  disclose  what  the  infringe¬ 
ment  is,  the  Innovation  Act  hopes  to 
change  this.  There  is  probably  no  perfect 
equilibrium  that  protects  inventors  with¬ 
out  stifling  new  inventions.  At  the  moment 
the  scales  are  weighted  in  one  direction. 
The  new  act  would  add  some  balance.  ■ 


Paying  chief  executives 

Fortune  favours 
the  boss 

NEWYORK 

Big,  controversial  “golden  goodbyes”  to 
bosses  are  probably  here  to  stay 

IS  THE  new  boss  of  Time  Warner  Cable 
about  to  become  one  of  the  luckiest-ever 
winners  of  the  great  chief-executive  pay 
lottery?  Robert  Marcus  is  set  to  take  over  as 
boss  on  January  1st.  If  rumours  are  to  be 
believed,  that  will  be  just  in  time  for  the  ca¬ 
ble  firm  to  be  bought  by  one  of  a  host  of  ri¬ 
vals  that  are  now  circling  it.  A  change-of- 
control  clause  in  his  contract  means  he 
could  go  straight  back  out  of  the  door  with 
a  “golden  goodbye”  of  over  $56m. 

The  biggest  loser,  in  contrast,  may  be 
Philippe  Varin,  who  will  step  down  as  boss 
of  psa  Peugeot  Citroen,  a  struggling  French 
carmaker.  On  November  27th,  he  issued  a 
statement  saying  he  would  give  up  a  pen¬ 
sion  provision  valued  at  €2im  ($28.4m). 
The  board  will  decide  his  future  pension 
arrangements  before  he  retires,  probably 
with  an  eye  on  public  opinion.  He  follows  ►► 
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Apple  in  China 

Better  days  ahead 

SAN  FRANCISCO  AND  SHANGHAI 

The  tech  giant  can  rebound  from  its  recent  misfortunes  in  China 


I  Happy  endings 

Recent  large  severance  packages,  selected,  $m 
0  20  40  60  80  100 

Mel  Karmazin 
(Sirius  XM  Radio) 

Frank  Coyne 
(Verisk  Analytics) 

Joseph  Saunders  (Wsa)  I 

Edward  Breen 
(Tyco  International) 

Philippe  Varin*  (Peugeot) H| 

Timothy  Manganello 

(BorgWamer) 

Peter  Loscher  (Siemens)  I 

Aubrey  McClendon  L| 

(Chesapeake  Energy)  H 

Jim  Balsillie  (BlackBeny)  ■ 

Daniel  Vasella  (Novartis)  | 

Sources:  GMI  Ratings;  'Total  company  pension 

The  Economist  provision,  since  foregone 

►  in  the  footsteps  of  Fred  Goodwin,  who  pre¬ 
sided  over  the  collapse  of  Royal  Bank  of 
Scotland.  In  2009,  again  after  a  public  out¬ 
cry,  the  man  known  as  Fred  the  Shred,  be¬ 
cause  of  his  fondness  for  firing  people, 
agreed  to  reduce  his  pension  by  £212,500 
($345,000)  a  year  to  a  paltry  £342,500. 

It  is  rare  for  public  disapproval  of  gener¬ 
ous  golden  goodbyes  to  have  so  much  im¬ 
pact.  Even  the  introduction  of  “say  on  pay” 
votes  in  countries  such  as  America  and 
Britain  seems  only  to  have  curbed  the  most 
egregious  excesses.  Ira  Kay  of  Pay  Gover¬ 
nance,  a  consultant,  says  that  in  America, 
most  company  boards  facing  such  votes 
have  managed  to  win  them  by  dropping 
overgenerous  perks  like  the  automatic 
vesting  of  the  boss’s  share  options  even 
when  he  has  kept  his  job  following  a  take¬ 
over.  The  once-widespread  practice  of  pay¬ 
ing  a  boss’s  taxes  on  his  post-takeover 
payout,  a  nice  little  earner  known  as  the 
“excise  tax  gross-up”,  has  also  ended,  cost¬ 
ing  some  chief  executives  millions  of  dol¬ 
lars,  says  Mr  Kay. 

Bosses  can  no  longer  trigger  big  sever¬ 
ance  payouts  by  “self-termination”-quit- 
ting  or  retiring— adds  Doug  Friske  of  Tow¬ 
ers  Watson,  another  pay  consultant. 
Topping  up  the  pension  fund  for  a  boss 
who  leaves  earlier  than  expected  is  now 
frowned  on  too.  “Say  on  pay”  has  also 
forced  boards  to  get  better  at  costing  perks 
that  once  were  wrongly  regarded  as  practi¬ 
cally  free. 

Yet  the  golden  parachute  is  a  “chronic 
problem  that  I  don’t  see  changing  anytime 
soon,”  says  Donald  Hambrick,  a  manage¬ 
ment  professor  at  Pennsylvania  State  Uni¬ 
versity.  The  procession  of  bosses  exiting 
with  fabulous  pay-offs  continues  (see 
chart).  Pay  consultants  brought  in  by  firms 
seeking  a  new  boss  often  get  blamed  for  re¬ 
garding  the  most  generous  existing  pack¬ 
age  in  the  market  as  the  baseline  for  negoti¬ 
ations.  But  there  is  also  a  “small  cottage 
industry  of  elite  lawyers”  who  are  used  by 
any  candidate  to  be  boss,  and  who  have 


THINGS  have  not  gone  well  for  Apple 
in  China  of  late.  Earlier  this  year 
official  news  media  orchestrated  a  series 
of  attacks  on  the  firm,  following  allega¬ 
tions  that  it  had  offered  Chinese  custom¬ 
ers  unsatisfactory  guarantees  for  its 
products.  Apple  ended  up  issuing  a  hu¬ 
miliating  apology.  The  Middle  Kingdom 
is  the  world’s  biggest  market  for  both 
luxury  goods  and  for  smartphones.  That 
should  have  propelled  Apple’s  iPhones 
to  the  top  of  the  heap.  But  the  firm’s 
market  share  languishes  at  around  8%  of 
all  handset  sales,  whereas  Samsung 
commands  just  over  a  fifth  of  them. 

Apple’s  fortunes  are  improving.  The 
main  reason  the  company’s  iPhones 
have  fared  poorly  in  China  so  far  is  that 
they  are  not  offered  on  the  inferior  3G 
network  run  by  China  Mobile,  the  coun¬ 
try’s  largest  mobile  operator.  But  the 
arrival  of  a  new,  whizzier  network  could 
change  that.  On  December  4th  the  Chi¬ 
nese  government  authorised  the  coun¬ 
try’s  three  main  wireless-telecoms  oper¬ 
ators  to  go  ahead  with  the  next 
generation  of  network  technology, 
known  as  4G. 


mastered  every  trick  in  the  book,  Mr  Ham- 
brick  says.  By  the  time  the  public  is  froth¬ 
ing  at  the  mouth  about  some  fired  cor¬ 
porate  failure  walking  off  with  a  fortune,  it 
is  usually  too  late  to  do  anything  about  it. 
“Everything  is  negotiated  up  front;  that  is 
the  time  to  be  outraged,”  he  advises. 

Once  a  boss  has  failed  and  pulled  the 
cord  on  his  golden  parachute,  boards  typi¬ 
cally  conclude  that  it  is  best  just  to  pay  up 
quietly.  Even  though  recent  legal  changes 
have  made  it  easier,  even  in  America,  to 
claw  back  some  of  the  money  paid  to 


The  same  day  it  emerged  that  later 
this  month  China  Mobile-a  state-owned 
giant  that  is  also  the  world’s  largest  mo¬ 
bile-phone  operator,  with  more  than 
700m  customers-will  unveil  a  4G 
iPhone  for  the  Chinese  market,  rbc,  an 
investment  bank,  suggests  that  sales  of 
such  a  device  could  be  worth  $9  billion  to 
$10  billion  to  Apple.  Anand  Ramachan- 
dran  of  Barclays,  another  bank,  is  more 
cautious.  He  wants  to  see  whether  Apple 
is  forced  to  yield  to  demands  by  China 
Mobile  that  it  split  the  cost  of  its  handset 
subsidies  with  customers. 

Investors  are  also  wondering  whether 
Apple  will  give  in  to  pressure  to  return 
more  of  its  giant  cash  mountain  to  share¬ 
holders  through  such  things  as  share 
buy-backs.  Carl  Icahn,  a  veteran  share¬ 
holder  activist,  had  been  pressing  the 
tech  giant  to  hand  back  $150  billion  im¬ 
mediately.  But  this  week  Mr  Icahn  re¬ 
duced  his  demand  to  $50  billion,  which  is 
still  an  eye-wateringly  large  amount  of 
money.  Ironically,  greater  success  in 
China  could  lead  to  more  friction  if  it  puts 
even  more  cash  in  Apple’s  already  over¬ 
flowing  coffers. 


failed  bosses,  in  practice  firms  will  only  try 
to  do  that  if  there  is  cast-iron  evidence  of 
fault,  such  as  a  financial  misstatement. 

None  of  this  should  come  as  a  surprise 
to  anyone  familiar  with  the  myopic  ways 
boards  tend  to  work  in  practice  (see 
Schumpeter).  The  moment  when  a  com¬ 
pany  is  paying  off  a  failure  is  also  the  mo¬ 
ment  it  is  trying  to  attract  the  best  possible 
candidate  to  sort  out  the  mess.  Contesting 
the  last  boss’s  deal  could  easily  scare  off 
the  ideal  new  one.  The  ceo  wheel  of  for¬ 
tune  keeps  on  turning.  ■ 
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Accountancy  reform 

Shining  a  light  on  the  auditors 


NEW  YORK 

Making  companies’  auditors  more  independent  will  be  a  tough  task  for  regulators 


EVERY  financial  meltdown  prompts  a 
hunt  for  scapegoats.  In  the  wake  of  the 
most  recent  one,  calls  to  reform  accounting 
have  grown  particularly  loud,  and  action  is 
on  the  way.  In  the  coming  months  both 
America  and  the  European  Union  are  ex¬ 
pected  to  introduce  new  rules  aimed  at  en¬ 
hancing  auditors’  independence.  But  for 
all  the  heated  debate  over  the  changes,  any 
improvement  is  likely  to  be  modest. 

America’s  bean-counters  were  effec¬ 
tively  self-regulating  until  2002.  That  year, 
following  a  wave  of  accounting  scandals, 
Congress  passed  the  Sarbanes-Oxley  act  to 
reform  corporate  governance.  It  limited  the 
consulting  work  firms  could  do  for  their 
audit  clients  and  set  up  a  new  regulator,  the 
Public  Company  Accounting  Oversight 
Board.  At  a  meeting  on  December  4th  it 
outlined  three  policies  it  expects  to  imple¬ 
ment  by  the  end  of  2014. 

One  aims  to  make  audit  reports  more 
useful  by  requiring  a  section  highlighting 
“critical  audit  matters”-the  high-stakes 
judgment  calls  that  keep  accountants  up  at 
night,  such  as  how  the  business  being  au¬ 
dited  has  valued  its  intangible  assets.  An¬ 
other  would  cut  the  share  of  an  audit  that 
accounting  firms  can  outsource  without 
disclosure  from  20%  to  5%.  Such  informa¬ 
tion  is  valuable  in  emerging  markets, 
where  local  accountants  vary  widely  in 
quality.  The  most  controversial  reform 
would  identify  by  name  the  lead  partner 
responsible  for  each  audit.  Pressure  for  this 
measure  grew  more  intense  after  Scott 
London,  a  manager  at  kpmg,  was  caught 


sharing  private  information  about  the 
firm’s  clients  in  2012.  He  later  pleaded 
guilty  to  insider  trading. 

Although  identifying  partners  does  not 
increase  their  legal  liability,  it  does  put 
their  reputation  on  the  line.  This  seems  to 
make  accountants  more  cautious.  One 
study  found  that  after  Britain  required  the 
naming  of  auditors  in  2009,  the  share  of 
public  companies  reporting  a  trifling  pro¬ 
fit— an  outcome  often  linked  to  earnings 
manipulation,  given  investors’  appetite  for 
steady  profit  growth-fell  from  19%  to  9%. 
However,  accountants  demanded  com¬ 
pensation  for  the  added  accountability: 
the  policy  led  to  ai3%  increase  in  audit  fees. 

Conspicuously  absent  from  the  Ameri¬ 
can  proposals  is  the  idea  that  would  most 
incense  the  industry:  mandatory  audit  ro¬ 
tation.  There  are  fewer  qualms  about  infu¬ 
riating  accountants  across  the  Atlantic.  The 
European  Commission  is  putting  the  fin¬ 
ishing  touches  to  a  rule  which  is  expected 
to  require  firms  to  put  their  audits  out  for 
tender  once  a  decade  and  to  change  audi¬ 
tors  every  20  years  (or  15  years  for  financial- 
services  firms).  Officials  in  Brussels  are  rac¬ 
ing  to  get  it  ratified  before  next  year’s  Euro¬ 
pean  Parliament  elections. 

The  case  for  rotation  is  that  auditors 
who  keep  the  same  client  for  too  long  get 
excessively  cosy  with  its  management.  As 
Richard  Breeden,  a  former  head  of  Ameri¬ 
ca’s  Securities  and  Exchange  Commission, 
has  put  it,  “When  the  same  incumbent 
firm  has  been  in  place  for  100  years,  to  me 
that’s  not  an  audit,  that’s  ajoint  venture.” 
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Most  academic  studies  have  either 
found  no  link  between  the  length  of  a  rela¬ 
tionship  and  its  quality,  or  determined  that 
longer  tenures  yield  better  results,  because 
the  accountants  have  time  to  master  the  in¬ 
tricacies  of  clients’  businesses.  Obliging 
companies  to  solicit  bids  at  regular  inter¬ 
vals,  as  Britain  does,  has  shaken  up  the 
business:  hsbc  said  in  August  that  it  will 
drop  kpmg  in  favour  of  pwc;  on  Decem¬ 
ber  2nd  Unilever  announced  that  it  is  mak¬ 
ing  the  opposite  switch.  Indeed,  the  “Big 
Four”  accounting  firms— kpmg,  pwc,  De- 
loitte  and  EY-argue  that  forced  rotation 
would  reduce  competition  by  preventing 
the  incumbent  from  bidding. 

Proponents  counter  that  the  accounting 
giants,  and  academics  whose  research  is 
often  financed  by  them,  have  good  reason 
to  resist  change.  Among  the  reform’s  stron¬ 
gest  supporters  are  smaller  firms  that  hope 
to  break  the  Big  Four’s  stranglehold.  “The 
argument  that  changing  the  auditor  harms 
quality  does  not  apply  if  the  rotation  per¬ 
iod  is  15  or  20  years,”  says  Nick  Jeffrey  of 
Grant  Thornton,  the  sixth-biggest  audit 
firm.  “There  will  be  more  opportunities  for 
us  to  overcome  the  institutional  prejudice 
we’ve  been  fighting  for  so  long.” 

Yet  even  the  most  vocal  advocates  of 
mandatory  rotation  concede  that  it  is  no 
cure-all.  Auditors  have  a  conflict  of  interest 
at  the  heart  of  their  business-they  are  paid 
by  the  companies  they  are  supposed  to  as¬ 
sess  objectively.  Unless  that  changes,  there 
will  be  no  substitute  for  investors  doing 
their  own  due  diligence.  ■ 


German  companies 

An  unhappy 
business 

BERLIN 

The  new  government’s  reforms  worry 
German  bosses 

FOR  German  businesses,  the  elections 
were  bad  enough.  In  September  voters 
denied  the  business-friendly,  small-gov¬ 
ernment  Free  Democrats  the  5%  of  the  vote 
required  to  stay  both  in  parliament  and  in 
the  centre-right  coalition  government.  The 
election  result  has  led  to  a  “grand  co¬ 
alition”  between  Angela  Merkel’s  Chris¬ 
tian  Democratic  Union,  its  Bavarian  sister- 
party,  the  Christian  Social  Union,  and  the 
leftish  Social  Democrats  (spd).  Though  the 
spd  finished  well  behind  the  CDtncsu, 
their  coalition  agreement,  signed  at  the 
end  of  November,  looks  to  many  like  a 
wishlist  for  the  left. 

Business  and  financial  leaders  are  bare¬ 
ly  bothering  to  conceal  their  disappoint¬ 
ment  at  a  new  national  minimum  wage, 
increased  pension  payments,  lower  retire¬ 
ment  ages  for  some  workers  and  new  pen-  ►► 
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►  sion  entitlements  for  some  stay-at-home 
mothers.  The  head  of  the  Federation  of 
German  Industry,  Ulrich  Grillo,  called  it  a 
“wasted  chance”  that  would  “submit  the 
German  economy  to  new  stress  tests”.  The 
Cologne  Institute  for  Economic  Research 
has  compared  the  agreement  to  a  cheque 
without  the  funds  to  cover  it. 

Company  bosses  are  more  circumspect 
than  leaders  of  industry  bodies  about  criti¬ 
cising  Mrs  Merkel  publicly.  But  they  too  are 
wary.  One  German  chief  executive  com¬ 
plains  that  the  chancellor  ignored  structur¬ 
al  reform  when  she  had  a  business-friend¬ 
ly  partner  in  the  Free  Democrats,  and  frets 
that  she  can  hardly  be  expected  to  find 
new  courage  with  the  spd. 

A  lobbyist  for  another  big  company 
says  that  with  the  Free  Democrats  “you 
didn’t  need  an  interpreter”  to  explain  in¬ 
dustry’s  concerns  to  the  government,  but 
now  he  fears  he  will.  He  grumbles  that  Mrs 
Merkel  understands  the  importance  of  a 
“free  economy”  but  does  not  actually  un¬ 
derstand  what  it  means.  He  even  praises 
Gerhard  Schroder,  Mrs  Merkel’s  predeces¬ 
sor  and  a  Social  Democrat.  Mr  Schroder 
would  listen,  ask  questions,  and  then  say 
“I  can  do  this;  I  can’t  do  that.”  Mrs  Merkel 
does  listen  carefully— but  then  keeps  her 
own  counsel. 

The  cdu-csu  has  kept  one  promise: 
the  coalition  treaty  pledges  not  to  raise  tax¬ 
es,  which  the  parties  of  the  left  all  favour. 
Growth-friendly  spending,  such  as  on  in¬ 
frastructure  and  research,  will  increase. 
But  Deutsche  Bank  estimates  that  social 
spending  will  rise  by  three  times  as  much. 

Businesses  are  far  less  happy  about 
changes  that  will  affect  the  labour  market. 
Germany’s  best-performing,  export-ori¬ 
ented  companies  will  be  little  affected  by 
the  minimum  wage,  as  they  employ  few 
low-skilled  workers.  But  the  ability  to  em¬ 
ploy  workers  on  short-term  contracts  will 
be  curtailed.  Some  firms  have  been  criti¬ 
cised  for  abusing  such  methods  as  a  way  of 
keeping  workers  from  benefits  that  full¬ 
time  employees  would  receive.  But  now  a 
tool  that  has  made  the  labour  market  more 
flexible,  and  helped  to  bring  unemploy¬ 
ment  down,  will  be  made  harder  to  use. 

Energy  policy  is  a  particularly  sore 
point.  Germany’s  renewable-energy  law 
has  boosted  green  sources  through  guaran¬ 
teed  high  prices  for  renewable  power,  pre¬ 
ferred  access  for  renewables  to  the  grid  and 
easier  financing,  from  a  tax  on  electricity 
bills.  German  industrial  electricity  prices 
are  among  the  highest  in  Europe.  Power- 
hungry  industries  get  partial  relief  from 
the  tax  that  finances  renewable  subsidies; 
but  they  complain  nonetheless,  of  a  lack  of 
long-term  clarity  in  energy  policy. 

Firms  are  voting  with  their  euros.  The 
value  of  fixed  capital  (plant  and  equip¬ 
ment)  in  energy-intensive  industries  has 
declined  over  the  past  decade.  As  compa¬ 
nies’  kit  is  wearing  out,  they  are  simply  not 


Piano-makers 

Major  challenges,  minor  successes 

Chopin’s  piano-maker  gives  up  but  others  are  fighting  Chinese  rivals 


PLEYEL,  in  business  for  over  two  centu¬ 
ries,  was  Chopin’s  favourite  and 
counted  Stravinsky,  Liszt  and  Debussy 
among  its  customers.  But  the  French 
piano-maker  recently  said  that  its  last 
workshop  will  close  this  month.  The 
endorsement  of  august  musicians  has 
not  saved  it  after  decades  of  struggling  to 
compete  with  less  pricey  pianos  from  the 
Far  East. 

The  sad  leitmotif  of  Europe’s  piano- 
makers  is  a  familiar  one.  Only  nine  re¬ 
main  out  of  around  300  that  were  in 
business  in  the  first  half  of  the  20th  cen¬ 
tury.  A  grand  piano,  of  the  sort  Pleyel  is 
known  for,  takes  between  500  and  1,500 
hours  to  construct  and  sells  for  around 
€100,000  ($135,000).  Tinkling  the  ivories 
of  a  mass-produced,  Asian-made  upright 
will  cost  a  pianist  as  little  as  €2,000.  And 
half-decent  electronic  keyboards  start  at 
only  €100. 

Cheap  pianos  from  China  dominate 
the  market.  Of  493,000  pianos  made 
worldwide  in  2012,  nearly  four-fifths 
were  manufactured  there.  More  than 
100,000  were  produced  by  Pearl  River, 


He's  not  playing  "Chopsticks" 


the  world’s  biggest  piano-maker.  It  ex¬ 
ports  to  100  countries,  including  Ger¬ 
many,  where  it  uses  the  renowned  Rit- 
muller  name,  which  it  acquired  in  1999. 

Most  Asian  pianos  are  budget  models, 
but  some  manufacturers  have  moved 
upmarket  by  luring  skilled  craftsmen 
from  fading  European  workshops,  and  by 
entering  partnerships  with  well-known 
brands.  Pearl  River  now  produces  cheap¬ 
er  models  with  Steinway  &  Sons,  a  con¬ 
cert-hall  favourite.  Last  year  Bechstein  of 
Germany  teamed  up  with  Hailun,  based 
in  Ningbo,  to  produce  an  affordable  range 
in  China. 

Having  come  to  dominate  the  market 
for  cheap  pianos  the  Chinese  may  hope 
to  strike  the  same  note  with  accom¬ 
plished  pianists  as  Japanese  rivals  have. 
Yamaha  bought  Austria’s  upmarket 
Bosendorfer  in  2007  but  kept  production 
in  Europe.  It  is  increasingly  represented  in 
reputable  concert  halls.  Kawai,  also  from 
Japan,  found  favour  with  music  conser¬ 
vatoires  after  developing  technology  that 
made  its  pianos  more  durable  and  in  less 
need  of  frequent  tuning. 

Many  music  lovers  will  lament  the 
decline  of  traditional  workshops  where 
craft  was  nurtured  and  passed  down 
through  generations.  Happily  for  them, 
some  traditional  makers  have  come  up 
with  creative  ways  to  stay  competitive. 
Steinway,  which  was  sold  in  August  to  a 
Paulson  8?  Co,  a  private-equity  firm,  offers 
piano-playing  crash  courses  to  the  super- 
wealthy  of  the  Persian  Gulf,  in  an  at¬ 
tempt  to  market  its  instruments  as  status 
symbols. 

Petrof,  Europe’s  biggest  piano-maker, 
decided  to  exploit  Chinese  demand  for 
products  with  a  pedigree,  and  focus 
solely  on  selling  high-end  instruments 
there  after  nearly  going  bust  in  2004.  It 
has  paid  off,  and  the  firm  is  now  growing 
by  5%  a  year.  For  Europe’s  surviving 
piano-makers,  it’s  a  case  of  changing 
their  tune  or  facing  the  music. 


replacing  it,  or  investing  abroad.  The  co¬ 
alition  treaty  speaks  of  an  “energy  policy 
triangle”  of  sustainability,  supply  security 
and  affordability,  but  fills  in  little  detail 
about  how  the  government  can  achieve  all 
three  competing  goals. 

The  government  has  set  a  deadline  of 
April  2014  to  publish  a  “fundamental”  re¬ 
form  of  the  renewable-energy  law,  which 
it  hopes  to  pass  by  summer.  Udo  Niehage, 
the  head  of  government-relations  office  at 
Siemens,  a  big  engineering  firm,  is  not  pan¬ 


icking  yet.  He  is  certain  that  the  coalition 
understands  the  worries  of  German  busi¬ 
nesses,  and  praises  Ms  Merkel’s  toughness 
and  cleverness. 

She  is  certainly  good  at  wrong-footing 
political  opponents,  and  so  it  is  possible 
that  the  coalition  deal  is  an  unreliable 
guide  to  what  the  new  government  will  ac¬ 
tually  do.  But  the  lack  of  certainty  about  fu¬ 
ture  plans  is  the  loudest  complaint  about 
the  chancellor  coming  from  businesses. 
Trusting  in  her  cleverness  is  not  enough.  ■ 
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Advertising 

Nothing  more  than  feelings 


Admen  have  made  a  marketing  guru  of  Daniel  Kahneman,  a  prizewinning 
psychologist 


FIRST,  you  realise  it’s  a  gorilla.  The  open¬ 
ing  strains  of  Phil  Collins’s  “In  the  Air 
Tonight”  are  playing;  the  beast  is  enrap¬ 
tured.  As  the  camera  pulls  back,  you  see 
that  he’s  seated  at  a  drum  kit.  He  flexes, 
raises  his  drumsticks,  then  brings  them  re¬ 
soundingly  down.  Only  in  the  final  frames 
do  you  discover  that  the  gorilla  is  pitching 
Cadbury’s  Dairy  Milk  chocolate. 

The  advert,  released  in  2007,  should  not 
have  worked.  Conventional  wisdom 
doubted  that  a  j olt  of  j oy  from  a  drumming 
primate,  however  rhythmically  gifted, 
would  spur  sales  of  chocolate  bars.  A 
member  of  the  team  that  developed  the  ad 
says  that  when  it  was  passed  to  Millward 
Brown,  the  world’s  biggest  tester  of  ad¬ 
verts,  the  firm  found  that  it  scored  poorly 
among  women  on  its  measures  of  “aware¬ 
ness”  and  “brand  appeal”  and  about  aver¬ 
age  among  men  (Millward  Brown  says  it 
did  better  on  other  measures).  Yet  Cadbury 
went  ahead,  and  was  rewarded  with  mil¬ 
lions  of  online  views,  better  perceptions  of 
its  brand  and  higher  sales.  Return  on  in¬ 
vestment  was  three  times  the  average  for 
packaged-goods  marketing  campaigns. 

Behind  Cadbury’s  simian  success  was 
an  unlikely  inspiration:  Daniel  Kahneman, 
a  psychologist  who  won  a  Nobel  Prize  in 
2002  for  showing  that  people  are  not  the 
rational  agents  that  economists  had 
thought  they  were.  He  argues,  most  fam¬ 
ously  in  “Thinking,  Fast  and  Slow”,  a  2011 
book  popularising  his  work,  that  the  mind 
(human,  that  is,  not  gorilla)  incorporates 
two  systems:  an  intuitive  “system  one”, 
which  makes  many  decisions  automati¬ 
cally,  and  a  calculating  but  lazy  “system 
two”,  which  rationalises  system  one’s 
ideas  and  sometimes  overrules  them.  For 
Mr  Kahneman’s  disciples  advertising  is 
above  all  a  way  to  groom  system  one,  to 
nudge  consumers  towards  a  buy. 

Going  through  the  emotions 

Kahnemanite  advertising  prizes  emotion 
over  information  and  pays  more  attention 
to  a  brand’s  “purpose”  than  to  its  products. 
It  exploits  system  one’s  propensity  to  react 
to  subtle  cues.  In  a  print  advert  for  a  Betty 
Crocker  pie,  a  version  with  the  fork  placed 
on  the  right  triggered  a  20%  higher  “pur¬ 
chase  intent”  than  one  with  the  fork  on  the 
left  (because  most  people  eat  with  their 
right  hands).  This  demands  not  just  new 
ways  of  making  adverts  but  new  methods 
for  judging  if  they  will  work.  Researchers 
must  “laser  in  on  measuring  emotion  as  al¬ 


most  the  single  metric”  that  predicts  suc¬ 
cess,  says  John  Kearon  of  Brainjuicer,  a 
market-research  firm. 

This  season’s  crop  of  televisual  tear- 
jerkers  reflects  such  thinking.  A  sweaty 
game  of  wheelchair  basketball  ends  with 
all  the  players  but  one  walking  out  of  the 
gym.  “The  choices  we  make  reveal  the  true 
nature  of  our  character,”  intones  the  voice¬ 
over,  in  the  hope  that  one  of  those  choices 
will  be  to  drink  Guinness  stout.  In  the 
gauzy  Christmas  offering  of  Britain’s  Royal 
Mail,  posties  of  many  colours  deliver  par¬ 
cels  in  all  weathers,  accompanied  by  an  a 
cappella  rendition  of  the  Beatles’  “All  You 
Need  is  Love”. 


I  Drumming  up  business 

Ads'  scores  on  tests  of  association  with  emotions 


Source:  Decode 


Of  course,  admen  were  aiming  at  sys¬ 
tem  one  long  before  they  had  heard  of  it: 
“sex  sells”  is  one  of  the  oldest  mottos  in  the 
business,  after  all.  Even  information- 
packed  adverts  that  seem  to  be  appealing 
to  reason  are  really  playing  on  emotions, 
points  out  Mr  Kahneman,  who  does  not 
give  advice  to  marketers. 

His  followers  are  inclined  to  dispense 
with  system  two  altogether.  Marketers  at 
Procter  &  Gamble,  maker  of  Tide  detergent 
and  Pampers  nappies,  were  trained  to  get 
across  the  “single  benefit”  that  a  product 
would  give  its  purchaser,  says  Jim  Stengel, 
a  former  marketing  chief  at  the  firm,  now  a 
consultant.  “There  was  not  a  whole  lot  of 
recognition  of  emotional  connection  with 
a  brand  or  company.”  But  that  has 
changed,  p&g’s  tribute  to  athletes’  moth¬ 
ers  during  last  year’s  Olympics  was  aimed 
directly  at  the  syrupy  soul  of  system  one. 

Rare  is  the  marketer  today  who  does 
not  spout  systemic  terminology,  but  there 
are  disagreements  over  how  to  divine 


what  system  one  is  feeling,  and  over  the 
role  of  system  two.  In  testing  an  advert  be¬ 
fore  it  goes  to  market,  Brainjuicer  asks  sub¬ 
jects  to  say  which  of  eight  faces,  each  ex¬ 
pressing  a  different  emotion,  best  reflects 
the  feeling  it  arouses  and  how  intense  it  is. 
The  firm  tested  the  gorilla  advert  after  its 
release.  It  scored  the  highest  emotional-in¬ 
tensity  marks  (viewers  felt  happiness  and 
surprise)  of  any  advert  to  that  point. 

Decode,  a  rival,  uses  “implicit  associa¬ 
tion”,  in  which  subjects  associate  images 
(say  of  a  chocolate  bar)  with  concepts  (per¬ 
haps  “comfort”)  and  their  reactions  are 
timed.  The  faster  the  response,  the  deeper 
the  link  between  the  two.  Decode,  acting 
independently  of  Cadbury,  found  that  the 
gorilla  advert  conjured  up  “security”  and 
“enjoyment”  better  than  a  less-popular 
successor  involving  drag-racing  trucks, 
which  had  unchocolatey  overtones  of  “ad¬ 
venture”  (see  diagram). 

Some  say  the  most  telling  signals  are 
biological.  Neuro-Insight,  an  Australian 
outfit,  monitors  electrical  activity  in  view¬ 
ers’  brains.  When  viewers  watched  the 
Cadbury  advert,  signals  that  suggested  im¬ 
ages  were  being  stored  in  long-term  mem¬ 
ory  peaked  three  times:  when  subjects  re¬ 
cognised  a  gorilla,  when  they  saw  the 
drums  and,  encouragingly  for  Cadbury, 
when  the  brand  appeared. 

Everyone  gangs  up  on  Millward  Brown, 
perhaps  in  part  because  its  losses  could  be 
their  gains.  Its  surveys  tease  out  such 
things  as  how  “engaging”  an  advert  is  by 
asking  viewers  to  answer  a  series  of  ques¬ 
tions,  a  system-two  task  that  masks  system 
one’s  reactions,  say  critics.  Admen  resent 
its  emphasis  on  “persuasion”,  which  pre¬ 
dicts  short-term  sales  but  seems  deaden- 
ingly  rational.  For  such  “creatives”,  permis¬ 
sion  to  pack  a  purely  emotional  wallop 
feels  liberating. 

Millward  Brown  has  always  probed  for 
emotional  responses,  insists  Graham  Page, 
its  head  of  consumer  neuroscience.  People 
are  aware  of  their  feelings,  so  it  is  legiti¬ 
mate  to  discover  them  by  asking  ques¬ 
tions.  The  new  biometric  techniques  are 
useful  for  finding  out  how  people  came  to 
feel  as  they  do.  Mr  Page  says  Millward 
Brown  has  worked  more  with  them  than 
any  other  firm. 

Furthermore,  he  says,  do  not  underrate 
system  two.  It  usually  interacts  with  the 
system-one  response  to  reach  a  decision. 
That  is  why  passengers  overcome  their  re¬ 
flexive  aversion  to  some  budget  airlines; 
guided  by  hard-headed  system  two,  they 
buy  the  cheap  tickets.  Still,  Mr  Page  admits, 
researchers  used  to  focus  too  much  on 
thinking.  Now  Millward  Brown  is  as  keen 
as  anyone  to  plumb  consumers’  instincts. 

There  is  an  irony  in  this.  Most  readers  of 
Mr  Kahneman’s  bestseller  will  end  up  mis¬ 
trusting  system  one  for  its  propensity  to 
mislead.  Not  marketing  folk.  System  one 
craves  chocolate.  ■ 


What  could  power  tomorrow’s 

GLOBAL  STOCK  GROWTH? 


More  than  2  billion  people 

will  soon  have  disposable  income  for  the  first  time. 


By  2025,  53%  of  the  world’s  population  will  have  entered  the  middle  class. 
The  majority  will  be  in  the  developing  world,  notably  Asia.' 


U.S.  household  net  worth  is 

at  its  all-time  high 


U.S.  consumer  spending — over  70%  of  GDP2 — is  likely  to 
increase  as  rising  employment  and  real  estate  prices  further 
strengthen  household  finances.3 
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Schumpeter  |  From  cuckolds  to  captains 


Corporate  boards  are  playing  a  more  prominent  role  in  steering  companies 


IN  1953  the  Himalayan  Committee  of  the  Royal  Geographical 
Society  met  to  choose  a  leader  for  the  latest  attempt  to  climb 
Mount  Everest.  Eric  Shipton  was  the  obvious  man  for  the  job:  a 
gentleman-adventurer  who  knew  the  mountain  better  than  any¬ 
one.  The  committee  gave  him  the  nod.  But  then  the  grandees  had 
second  thoughts.  Shipton  took  amateurism  to  absurd  lengths;  he 
had  even  forgotten  to  bring  a  backpack  on  one  expedition.  And 
foreign  rivals  were  threatening  to  reach  the  top  first.  In  an  in¬ 
spired  move  they  replaced  Shipton  with  his  psychological  oppo- 
site-a  methodical  and  self-effacing  military  man  named  John 
Hunt— replacing  one  idea  of  mountaineering  (gentlemanly  ama¬ 
teurism)  with  a  very  different  one  (meticulous  organisation). 

Hunt  planned  the  expedition  to  the  tiniest  detail:  every  ration 
pack  had  to  include  exactly  29  tins  of  sardines.  He  also  insisted  on 
using  a  large  army  of  climbers  who  worked  methodically  as  a 
team.  Tenzing  Norgay  and  Edmund  Hillary  got  their  chance  at  im¬ 
mortality  because  two  other  climbers  had  retreated  300  feet  be¬ 
low  the  summit  leaving  a  cache  of  supplies  (including  sardines). 

Corporate  boardrooms  have  taken  over  50  years  to  catch  up 
with  the  Himalayan  Committee.  For  most  of  their  history,  boards 
have  been  largely  ceremonial  institutions:  friends  of  the  boss 
who  meet  every  few  months  to  rubber-stamp  his  decisions  and 
have  a  good  lunch.  Critics  have  compared  directors  to  “parsley  on 
fish”,  decorative  but  ineffectual;  or  honorary  colonels,  “orna¬ 
mental  in  parade  but  fairly  useless  in  battle”.  Ralph  Nader  called 
them  “cuckolds”  who  are  always  the  last  to  know  when  manag¬ 
ers  have  erred.  The  corporate  scandals  of  the  early  2000s  forced 
boards  to  take  a  more  active  role.  The  Sarbanes-Oxley  act  of  2002 
and  the  New  York  Stock  Exchange’s  new  rules  in  2003  obliged  di¬ 
rectors  to  take  more  responsibility  for  preventing  fraud  and  self¬ 
dealing.  This  led  to  a  big  increase  in  the  quality  of  boards.  But  it 
also  wasted  a  lot  of  talent  on  form-filling  and  box-ticking. 

In  a  new  book,  “Boards  That  Lead”,  Ram  Charan,  Dennis  Ca¬ 
rey  and  Michael  Useem  argue  that  boards  are  in  the  midst  of  a 
third  revolution:  they  are  becoming  strategic  partners.  They  base 
their  arguments  on  detailed  knowledge  of  the  world’s  board- 
rooms.  Mr  Charan  is  so  dedicated  to  studying  the  inner  life  of 
firms  that  he  spent  years  without  a  home,  flying  from  hotel  to  ho¬ 
tel.  Mr  Carey  is  vice-chairman  of  Korn  Ferry,  a  headhunter,  and 


Mr  Useem  is  a  professor  at  Wharton  business  school. 

The  parsley  on  the  fish  can  make  the  difference  between  a  del¬ 
icious  meal  and  a  dog’s  dinner.  In  2006  Hewlett-Packard  and  ibm 
had  about  the  same  market  valuations.  By  2013  hp,  with  revenues 
of  $120  billion  in  2012,  had  a  market  capitalisation  of  $52  billion 
and  ibm,  with  revenues  of  $105  billion,  was  worth  $192  billion. 
ibm  had  a  stable  board  with  a  successful  relationship  with  the 
ceo.  The  board  at  hp  was  scandal-riven:  bitter  disputes,  illicit  in¬ 
vestigations,  angry  resignations,  forced  departures  and  the  crimi¬ 
nal  indictment  of  the  board’s  chair  (it  was  later  dropped). 

How  do  you  make  sure  that  boards  can  add  value  rather  than 
subtract  it?  And  how  do  you  make  sure  that  “boards  that  lead”  do 
not  create  warring  centres  of  power?  Mr  Charan  and  his  co-au¬ 
thors  lay  out  two  clear  rules.  The  first  is  that  boards  should  focus 
on  providing  companies  with  strategic  advice.  This  sort  of  com¬ 
mon  sense  is  often  in  short  supply  in  the  ego-driven  world  of 
boards.  Boardrooms  contain  too  many  people  with  different  pri¬ 
orities:  corporate  veterans  who  give  lectures  on  how  they  would 
have  handled  things;  egomaniacs  who  like  to  show  how  much 
they  know  about  everything;  hobby-horse  jockeys  who  mount 
the  same  steed  regardless  of  the  race;  captives  of  compliance 
who  are  obsessed  with  box-ticking.  The  authors  say  that  in  their 
experience  perhaps  half  of  the  Fortune  500  companies  have  one 
or  two  directors  they  would  regard  as  “dysfunctional”. 

Boards  are  getting  better  at  dealing  with  these  problems.  Nine- 
tenths  of  s&p  500  companies  have  “lead”  directors  who  are  re¬ 
sponsible  for  organising  the  board’s  affairs.  These  directors  are 
getting  better  at  recruiting  high-flyers  and  ditching  ground-scrap¬ 
ers.  The  lead  director  at  one  big  financial-services  firm  takes  an 
annual  poll  of  his  fellow  directors  about  whom  they  should  keep 
and  whom  they  should  kick  out.  The  Conference  Board,  a  re¬ 
search  firm,  reports  that  90%  of  big  American  firms  now  conduct 
annual  evaluations  of  boards’  overall  performance. 

Get  on  board 

The  second  rule  is  that  boards  should  focus  on  getting  their  rela¬ 
tionship  with  the  ceo  right.  It  is  not  enough  to  act  as  monitors  in 
the  Sarbanes-Oxley  mould.  They  need  to  act  as  personal  mentors 
and  high-level  talent  scouts.  As  well  as  giving  the  boss  frank  ad¬ 
vice  they  should  also  prepare  for  his  departure.  The  board  of  Ford 
laid  the  foundations  of  its  recovery  by  persuading  Alan  Mulally 
to  leave  Boeing  to  join  the  carmaker.  The  directors  of  3M  worked 
closely  with  its  then  ceo,  Sir  George  Buckley,  to  repair  the  firm’s 
leadership  pipeline  and  find  a  successor  from  within. 

There  are  problems  with  this  new  model  board.  Can  directors 
fulfil  their  legal  duties  to  monitor  performance  if  they  are  also  re¬ 
sponsible  for  helping  to  set  strategy  and  appointing  the  ceo?  Are 
organisations  that  meet  a  dozen  times  a  year  capable  of  offering 
strategic  guidance  in  a  fast-paced  world?  Will  ceos  willingly  give 
up  more  power  to  boards,  or  will  they  fight  back?  Getting  the  new 
model  right  will  entail  careful  negotiations  not  only  between 
boards  and  executives  but  also  between  firms  and  regulators. 

The  result  of  these  negotiations  matters  a  lot.  Successful 
boards  can  do  an  enormous  amount  to  boost  corporate  perfor¬ 
mance.  Sensible  companies  are  putting  a  lot  of  effort  into  attract¬ 
ing  high-quality  directors  and  getting  their  boards  to  work 
smoothly.  And  investors  are  paying  ever  more  attention  to  com¬ 
panies’  boardrooms  as  well  as  their  corporate  suites.  ■ 
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Asset  prices 

Not  fully  inflated 


Many  investments  are  becoming  expensive.  But  there  is  little  sign  of  the  mania  that 
accompanies  most  bubbles 


TALK  of  bubbles  is  in  the  air  again.  The 
Dow  Jones  Industrial  Average  has  hit 
an  all-time  high.  A  loss-making  technology 
firm  (Twitter)  has  floated  its  shares  on  a 
flood  of  investor  demand.  Private-equity 
groups  are  buying  companies  using 
amounts  of  debt  not  seen  since  2008.  A  re¬ 
cord  price  (more  than  $50m)  has  just  been 
set  for  a  penthouse  in  Manhattan.  A  trip¬ 
tych  by  Francis  Bacon  became  the  most  ex¬ 
pensive  piece  of  art  sold  at  an  auction 
when  Christie’s  flogged  it  for  $142.4121  last 
month.  Robert  Shiller  of  Yale  University, 
who  correctly  identified  bubbles  in  tech 
stocks  in  the  late  1990s  and  in  property  in 
the  2000s,  has  expressed  unease  about 
giddy  American  share  valuations. 

All  this  suggests  that  wealthy  investors 
have  become  increasingly  confident.  The 
question  is  whether  they  are  right  to  be. 
Under  certain  circumstances,  fast-rising  as¬ 
set  prices  are  justified.  New  industries  can 
emerge  and  create  corporate  giants  (Micro¬ 
soft,  Apple  and  Google,  for  example); 
countries  can  change  their  economic  poli¬ 
cy  and  grow  rapidly  (Japan  in  the  1960s, 
China  in  the  1990s).  How,  then,  do  you  tell 
a  bull  market  from  a  bubble? 

Mr  Shiller  describes  a  bubble  as  “a  psy¬ 
cho-economic  phenomenon.  It’s  like  a 
mental  illness.  It  is  marked  by  excessive  en¬ 
thusiasm,  participation  of  the  news  media 
and  feelings  of  regret  among  people  who 
weren’t  in  the  bubble.”  They  are  often  en¬ 
larged  by  an  expansion  of  credit.  But  estab¬ 


lishing  an  objective  definition  is  hard.  For 
gmo,  a  fund-management  group,  a  bub¬ 
ble  is  an  increase  in  the  price  of  an  asset  of 
more  than  two  standard  deviations  above 
the  trend,  taking  inflation  into  account. 

Using  that  standard,  gmo  has  identi¬ 
fied  330  bubbles  between  1720  and  2010. 
They  have  become  much  more  frequent  in 
recent  decades  (see  chart).  That  is  partly 
due  to  there  being  more  markets  to  analyse 
these  days.  But  it  is  probably  also  a  reflec¬ 
tion  of  the  explosion  in  global  capital  flows 
that  followed  the  collapse  of  the  Bretton 
Woods  system  of  fixed  exchange  rates  in 
the  early  1970s.  It  is  hardly  surprising  to 
find  that  more  bubbles  have  been  inflated 
as  investors  have  rushed  round  the  globe 

I  Toil  and  trouble 

Financial  bubbles*  around  the  world 

Number  per  decade 
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* Asset  prices  at  least  two  standard  deviations 
Source:  GMO  higher  than  their  real  price  trends 
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Many  economists  have  struggled  to  ac¬ 
cept  that  bubbles  exist,  as  that  is  difficult  to 
square  with  the  idea  of  efficient  markets.  If 
assets  are  obviously  overpriced,  why  don’t 
smart  investors  take  advantage  and  sell? 
Edward  Chancellor  of  gmo  argues  that  in¬ 
vestors  can  find  it  hard  to  arbitrage  away  a 
bubble.  Manias  can  last  much  longer  than 
investors  think,  as  many  contrarians  dis¬ 
covered  to  their  cost  during  the  dotcom 
boom  of  the  late  1990s.  Nor  do  investors 
know  whether  a  bubble  will  be  resolved 
through  a  sharp  fall  in  prices  or  a  long  per¬ 
iod  of  stasis,  in  which  inflation  erodes 
prices  in  real  terms  (something  that  hap¬ 
pened  to  British  houses  in  the  1970s). 

Dimitri  Vayanos  and  Paul  Woolley  of 
the  London  School  of  Economics  have  sug¬ 
gested  that  problems  of  agency  contribute 
to  bubbles.  Investors  do  not  buy  shares  di¬ 
rectly  but  hire  fund  managers  to  do  it  on 
their  behalf.  They  tend  to  select  managers 
who  have  performed  well  in  prior  years. 

As  the  managers  receive  cash  from  new  cli¬ 
ents,  they  buy  their  favourite  stocks  which, 
by  definition,  will  have  performed  well- 
witness  the  enormous  sums  flowing  into 
tech  funds  in  the  late  1990s.  The  favoured 
stocks  get  driven  even  higher. 

Property  bubbles  also  have  a  self -rein¬ 
forcing  element.  Most  properties  are 
bought  with  money  borrowed  from 
banks.  When  prices  are  rising,  banks  are 
more  confident  about  lending  money;  the 
greater  availability  of  credit  means  that 
borrowers  can  afford  higher  prices,  and  so 
on.  Conversely,  of  course,  when  banks  be¬ 
come  unwilling  to  lend  more  money, 
prices  can  collapse. 

Many  commentators  believe  current 
monetary  policy  may  be  encouraging  bub¬ 
bles  to  form  (see  Free  exchange).  Nominal 
interest  rates  in  much  of  the  developed 
world  are  close  to  zero,  and  central  banks  ►► 
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►  have  been  buying  bonds  through  the  poli¬ 
cy  of  quantitative  easing.  The  intention  is 
to  reduce  yields  on  the  safest  assets  and  so 
encourage  investors  to  buy  riskier  ones,  re¬ 
ducing  financing  costs  for  companies  and 
boosting  economic  confidence  through 
the  wealth  effect. 

Low  interest  rates  may  also  persuade 
some  investors  that  risky  assets  are  worth 
more.  If  one  lowers  the  rate  at  which  future 
cashflows  are  discounted,  then  the  present 
value  of  an  asset  rises.  But  that  is  only  if 
other  things  stay  equal.  Central  banks 
have  adopted  their  current  monetary  poli¬ 
cy  because  they  worry  that  the  outlook  for 
economic  growth  has  deteriorated;  if  they 
are  right,  then  investors  should  be  reduc¬ 
ing  their  estimates  for  the  cashflows  they 
will  receive  from  dividends,  rents,  etc. 

That  may  leave  markets  exposed  to  two 
risks:  that  the  income  from  assets  does  not 
rise  as  quickly  as  investors  hope  and  that 
capital  values  decline  sharply  if  monetary 
policy  changes.  In  its  latest  report  on  finan¬ 
cial  stability,  the  Bank  of  England  acknowl¬ 
edges  that  monetary  policy  has  had  spill¬ 
over  effects.  “Large  capital  flows  into 
emerging  economies  have  enabled  credit 
levels  in  these  countries  to  rise  sharply,”  it 
states.  Emerging  markets  wobbled  this 
summer  when  the  Federal  Reserve  spoke 
of  scaling  back  its  monetary  stimulus. 

Looking  back  over  five  years,  it  is  worth 
reflecting  that  markets  have  rebounded 
from  some  huge  falls  in  2008  and  early 
2009.  Investors’  returns  over  the  last  15 
years  have  not  been  great.  But  there  are  a 
number  of  markets  that  look  overvalued 
on  an  historical  basis.  American  equities 
are  trading  at  a  cyclically-adjusted  price- 
earnings  ratio  of  25,  according  to  Mr  Shiller. 
This  is  much  higher  than  the  historic  aver¬ 
age  of  16.5  but  below  the  levels  reached  in 
the  great  peaks  of  1929  and  2000.  Cor¬ 
porate  profits  are  also  at  their  highest  level 
relative  to  gdp  since  the  second  world 
war,  suggesting  further  growth  is  unlikely. 

Mr  Shiller  is  not  yet  ready  to  declare  a 
bubble  in  American  equities,  however. 
There  is  nothing  like  the  same  excitement 
about  shares  that  was  seen  in  the  late 
1990s;  net  flows  into  mutual  funds  only 
just  turned  positive  this  year.  Another 
measure  of  public  indifference  is  that 
cnbc,  a  television  station  that  tracks  the  fi¬ 
nancial  markets,  suffered  its  lowest  ratings 
since  2005  in  the  third  quarter. 

Some  would  put  government  bonds 
into  the  bubble  category:  last  year,  yields  in 
some  markets  reached  the  lowest  levels  on 
record.  Buying  bonds  when  yields  are  less 
than  2%  has  in  the  past  led  to  heavy  losses. 
Again,  however,  debt  markets  do  not  look 
too  frothy  by  other  measures.  There  is  little 
talk  at  dinner  parties  of  the  massive  profits 
to  be  earned  on  sovereign  bonds.  The  big¬ 
gest  buyers  have  been  central  banks;  there 
may  be  a  problem  when  they  try  to  un¬ 
wind  their  purchases,  but  that  moment 


does  not  look  imminent. 

The  Economist’s  house-price  indicators 
suggest  that  property  in  New  Zealand, 
Canada  and  Australia  is  substantially 
overvalued  (and  gmo  sees  clear  signs  of 
bubbles  in  British  and  Swedish  house 
prices).  But  Hong  Kong  is  the  only  overval¬ 
ued  market  where  prices  are  still  surging 
ahead-by  almost  20%  over  the  past  year. 

The  Japanese  stockmarket  is  up  51%  so 
far  this  year  (in  yen  terms),  but  that  consti¬ 
tutes  little  more  than  a  recovery  after  near¬ 
ly  a  quarter-century  of  disappointment. 
Venezuelan  equities  are  up  more  than  five¬ 
fold  this  year  (and  273%  in  dollar  terms)  but 
that  is  not  a  market  many  international  in¬ 
vestors  are  excited  about. 

When  it  comes  to  collectables  like  art 
and  fine  wine,  high  prices  may  simply  re¬ 
flect  inequality  in  the  developed  world. 
Throughout  history,  the  rich  have  liked  to 
demonstrate  their  status  by  displaying  lux¬ 
ury  goods  that  their  inferiors  are  unable  to 
afford.  An  Old  Master  can  add  real  va-va- 
voom  to  your  Manhattan  penthouse. 

The  asset  with  a  price  trajectory  most 
like  a  satellite  launch-until  a  slump  on  De¬ 
cember  5th— is  Bitcoin,  an  electronic  cur¬ 
rency.  The  news  media  had  excitedly 
chronicled  its  ascent.  Those  buying  fad¬ 
dish  financial  instruments  without  intrin¬ 
sic  value  may  do  well  to  remember  the  ad¬ 
age  “Up  like  a  rocket,  down  like  a  stick.”  ■ 


The  future  of  the  Paris  Bourse 

Trading  up 


PARIS 

France  fights  for  its  stock  exchange 

FRENCH  moneymen  were  in  Beijing  in 
November  talking  up  their  financial 
wares  to  the  people  who  have  the  cash 
these  days.  Whether  the  Chinese  will  snap 
up  French  stocks,  bonds  and  asset  manage¬ 
ment  as  readily  as  they  do  Hermes  scarves 
remains  to  be  seen.  In  fact,  Paris’s  very  fu¬ 
ture  as  a  financial  centre  is  in  doubt. 

Ownership  of  the  much-bought  Paris 
Bourse  is  once  again  up  for  grabs.  On  No¬ 
vember  13th  IntercontinentalExchange 
(ice)  completed  its  purchase  of  nyse  Euro- 
next,  which  owns  the  main  stock  ex¬ 
changes  of  New  York,  Paris,  Amsterdam, 
Brussels  and  Lisbon,  as  well  as  liffe,  the 
London  International  Financial  Futures 
and  Options  Exchange. 

ice  is  more  interested  in  the  derivatives 
exchange,  which  will  be  attached  to  its 
own,  than  in  the  stockmarkets.  It  plans  to 
float  the  European  ones  next  summer. 
However,  a  direct  sale  to  a  bidder  such  as 
nasdao,  London  Stock  Exchange  Group 
or  Deutsche  Borse,  all  of  which  have 
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sniffed  around  Euronext  in  the  past,  re¬ 
mains  a  possibility. 

Politicians  in  France  routinely  hit  the 
roof  when  symbols  of  national  virility  risk 
falling  into  foreign  hands,  and  Euronext  is 
no  exception.  Although  its  merger  with 
New  York  Stock  Exchange  Group  in  2007 
must  have  created  a  slight  estrangement, 
Euronext  is  still  run  from  Paris. 

What  is  more,  the  French  are  coming  to 
realise  that,  with  bank  lending  con¬ 
strained,  efficient  capital  markets  are  more 
essential  than  ever  to  economic  growth.  It 
may  not  matter  much  to  big  companies 
where  those  markets  are,  but  it  does  to 
smaller  ones,  who  raise  money  locally.  A 
visible,  regulated  stock  exchange  is  the 
heart  of  the  ecosystem  of  companies,  in¬ 
vestors,  bankers  and  regulators  that  makes 
a  financial  centre,  says  Arnaud  de  Bresson 
of  Paris-Europlace,  a  pressure  group.  A  re¬ 
port  by  Thierry  Francq,  former  head  of  the 
Autorite  des  Marches  Financiers,  the  mar¬ 
ket  regulator,  concluded  that  the  sale  of  Eu¬ 
ronext  to  a  rival  could  weaken  the  provi¬ 
sion  of  financial  services  in  Paris. 

But  it  is  hard  for  the  government  to 
drum  up  a  patriotic  bid  for  Euronext  at  a 
time  when  it  is  antagonising  the  firms  that 
might  make  one.  It  has  instituted  heavy 
taxes  on  banks  and  high  earners,  sup¬ 
ported  a  swingeing  European  levy  on  fi¬ 
nancial  transactions  and  inveighed  against 
heartless  capital  at  any  opportunity.  When 
bankers  were  first  approached  to  rescue 
Euronext,  one  of  them  snarled,  “Why 
should  I  put  my  hand  in  my  pocket  when 
they  are  pushing  a  tax  that  will  destroy  the 
business  they  want  us  to  finance?” 

Tempers  are  cooler  now.  The  govern¬ 
ment  has  moderated  its  enthusiasm  for  a 
tough  financial-transactions  tax  and  bank¬ 
ers  feel  they  are  finally  being  listened  to. 
But  they  are  not  all  convinced  that  Euro-  ►► 
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►  next  is  worth  investing  in.  Its  bosses  have 
been  asleep  at  the  wheel  since  2007,  some 
say:  fees  are  too  high,  causing  Paris  to  lose 
ground  to  London  and  Frankfurt. 

In  the  1990s  and  early  2000s  Paris  had 
hoped  to  rival  those  cities  as  a  financial 
centre.  It  slicked  up  its  stockmarket,  set  up  a 
derivatives  market  and  joined  in  the  rush 
to  merge  exchanges.  Yet  today  the  value  of 
firms  listed  in  London  is  more  than  twice 
that  of  those  on  the  Paris  Bourse.  French 
banks  do  much  of  their  trading  in  London. 

Pawnbrokers 

Hock  and  sinker 


In  September  Total,  a  French  oil  company, 
made  waves  when  it  said  it  was  moving  up 
to  75  employees  to  London,  partly  because 
95%  of  those  who  analysed  and  invested  in 
its  shares  were  there.  Mr  Francq  points  out 
that  more  than  half  of  all  transactions  to 
do  with  France’s  biggest  companies  are 
conducted  from  abroad,  mainly  London. 

Derivatives  on  single  French  shares  are 
more  easily  traded  in  Frankfurt  than  in  Par¬ 
is,  even  though  French  banks  are  the  main 
participants  in  that  market.  Frankfurt  also 


seems  to  be  doing  a  better  job  of  courting 
China:  Deutsche  Borse  signed  a  co-opera¬ 
tion  agreement  this  week  with  Bank  of 
China,  which  the  Germans  hope  will  lead 
to  bigger  things.  Germany  is  China’s  main 
European  trading  partner,  and  the  pres¬ 
ence  on  its  soil  of  the  European  Central 
Bank  is  an  asset  Paris  cannot  match. 

In  its  defence  Euronext  says  that  despite 
heavy  competition  from  trading  platforms 
such  as  bats  Chi-x,  on  which  equities 
from  all  over  Europe  change  hands,  it  has 
lost  a  smaller  share  of  its  business  than  the 
London  Stock  Exchange.  It  has  also  main¬ 
tained  the  quality  of  its  market:  buyers  and 
sellers  get  better  prices  on  Euronext  than 
on  other  exchanges  85%  of  the  time,  as  well 
as  greater  liquidity,  it  says.  The  new-listings 
pipeline  has  rarely  looked  better,  argues 
Dominique  Cerutti,  Euronext’s  boss. 

Will  France’s  banks  and  insurers  do 
their  patriotic  duty?  It  is  too  soon  to  tell,  but 
sentiment  is  said  to  be  “on  the  whole  fa¬ 
vourable”.  Do  they  have  the  cash,  given 
the  straitened  times?  “Ah,”  says  Yves  Perri¬ 
er,  chief  executive  of  Amundi,  France’s 
largest  asset-manager.  “If  the  project  is 
good,  the  money  can  always  be  found.”  ■ 


Ireland's  banks 

Concentrating 

binds 

Most  Irish  still  bank  with  their 
government-and  it  is  costing  them 

A  FTER  five  years  of  crisis  and  a  bail-out 
Jr\costing  over  €64  billion  ($87  billion), 
Ireland’s  banks  appear  to  be  on  the  mend. 
On  December  4th  Bank  of  Ireland  an¬ 
nounced  plans  to  repay  part  of  its  bail-out, 
€1.8  billion  of  preference  shares,  to  the 
Irish  government.  But  Ireland  is  still  suffer¬ 
ing  from  the  baleful  consequences  of  its 
bank  rescue  in  other  ways.  As  well  as  pro¬ 
pelling  public  debt  from  25%  of  gdp  to 
123%,  it  has  made  Ireland’s  banking  indus¬ 
try  one  of  the  most  concentrated  in  the 
world.  Of  Ireland’s  six  big  native  banks  be¬ 
fore  the  crisis,  only  three  are  now  still  in 
business-all  of  which  have  big  public 
shareholdings.  The  Irish  state  owns  virtu¬ 
ally  all  of  Allied  Irish  Bank  (aib)  and  Per¬ 
manent  tsb,  as  well  as  a  14%  stake  in  Bank 
of  Ireland. 

Foreign-owned  banks,  meanwhile,  are 
leaving.  British-based  Bank  of  Scotland  re¬ 
turned  its  local  licence  in  2010;  Denmark’s 
Danske  Bank  and  AceBank,  a  subsidiary 
of  Rabobank  of  the  Netherlands,  plan  to 
do  the  same.  The  foreigners  complain  that 
shrinking  borrowing,  along  with  paper- 
thin  interest  margins  (the  difference  be¬ 
tween  the  rates  at  which  banks  borrow 
and  lend),  make  it  unattractive  for  them  to  ►► 


The  falling  price  of  gold  is  hurting  the  pawnbroking  business 


O  WHOM  do  pawnbrokers  turn 
when  money  is  tight?  On  December 
2nd  Albemarle  &  Bond  (a&b),  a  British 
one,  put  itself  up  for  sale  in  the  hope  of 
staving  off  bankruptcy.  Desperate  to  raise 
cash,  it  had  already  resorted  to  melting 
down  unsold  gold  jewellery.  It  is  not  the 
only  pawnbroker  facing  hard  times.  In 
November  ezcorp,  one  of  the  world’s 
biggest,  announced  a  76%  fall  in  its  annu¬ 
al  net  income.  The  share  price  of  h&t, 
Britain’s  largest  pawnbroker,  has  halved 
following  a  slump  in  its  profits. 

Only  two  years  ago  a&b  was  hailing 
“the  age  of  the  pawnbroker”.  Profits  in 
the  industry  had  hit  record  levels,  thanks 
both  to  the  recession,  which  had  left 
more  people  scrambling  for  cash,  and  to 
the  rise  in  the  price  of  gold,  which  (in  the 
form  of  jewellery)  is  one  of  the  items 
most  often  pawned.  Both  of  these  tail¬ 
winds  have  since  subsided.  The  eco- 


An  industry  in  chains 


nomic  outlook  is  improving  in  most  of 
the  rich  world,  and  gold  prices  have 
fallen  by  more  than  a  quarter  since  Janu¬ 
ary.  This  has  dragged  down  the  value  of 
jewellery  the  brokers  have  bought  in 
recent  years,  and  has  also  crimped  new 
lending,  as  the  value  of  items  being 
pawned  has  fallen,  points  out  Andrew 
Watson  at  n+i  Singer,  a  stockbroking  firm. 

The  damage  done  by  the  falling  gold 
price  has  been  amplified  by  the  decision 
of  many  pawnbrokers  to  get  into  the 
gold-scrapping  business.  This  involves 
buying  gold  jewellery  outright,  rather 
than  accepting  it  as  collateral,  and  melt¬ 
ing  it  down  for  resale  as  bullion.  Stocks 
built  in  this  way  are  now  worth  far  less 
than  the  pawnbrokers  paid  for  them. 

The  basic  business  of  pawning,  how¬ 
ever,  is  holding  up.  According  to  Ray 
Perry  at  the  National  Pawnbrokers  Asso¬ 
ciation,  revenues  in  Britain  will  grow  by 
about  8%  this  year.  In  America,  the 
trade’s  profile  has  never  been  higher, 
thanks  in  part  to  “Pawn  Stars”,  a  reali- 
ty-TV  show  about  a  pawnshop  in  Las 
Vegas.  So  far  this  year,  revenues  from 
pawnbroking  at  America’s  three  biggest 
publicly-traded  chains  have  continued  to 
increase.  This  trend  is  likely  to  continue, 
according  to  Marketdata  Entreprises,  a 
consultant.  It  predicts  that  pawnbroking 
revenues  in  the  United  States  will  grow 
28%  between  2012  and  2016. 

Pawnbrokers  offer  those  in  need  of  a 
brief  loan  a  relatively  good  deal  in  sever¬ 
al  respects.  Pawning  items  does  not 
normally  require  proof  of  income;  nei¬ 
ther  does  it  imperil  credit  ratings.  As 
items  are  forfeited  when  payments  are 
not  made,  borrowers  do  not  accrue  ever 
more  burdensome  debts  as  interest 
builds  up.  And  whereas  payday  lenders 
charge  annualised  interest  of  up  to 
6,000%,  pawnbrokers  are  less  gouging. 
British  ones  levy  96%  on  average;  Singa¬ 
poreans,  less  than  20%.  That  should 
redeem  the  industry  in  the  long  run. 
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►  stay  (see  chart).  The  biggest  foreign  lender 
left,  Ulster  Bank,  is  also  state-owned,  by 
Britain,  which  holds  a  controlling  stake  in 
its  parent,  Royal  Bank  of  Scotland. 

This  has  left  aib  and  Bank  of  Ireland  in 
a  near-duopoly.  Between  them  they  now 
provide  over  86%  of  new  mortgage  lend¬ 
ing.  Indeed,  the  duopoly  is  more  of  a  mo¬ 
nopoly,  given  the  government’s  big  stakes 
in  both.  Together  they  are  already  display¬ 
ing  pricing  power  over  the  market. 

That  leaves  Ireland’s  politicians  in  an 
awkward  position.  Under  normal  circum¬ 
stances,  governments  try  to  foster  competi¬ 
tion  among  banks,  in  the  hope  of  spurring 
the  economy  by  making  it  cheaper  to  bor¬ 
row.  But  as  a  shareholder,  the  Irish  govern¬ 
ment  would  benefit  if  the  two  big  banks 
improved  their  margins.  That  might  help 
stem  their  losses-of  €1.34  billion  in  the 
first  half  of  this  year-and  thus  curb  Irish 
taxpayers’  already  enormous  bill  for  the 
bail-out.  Such  an  improvement,  however, 
would  involve  raising  interest  rates  for  Ire¬ 
land’s  borrowers  or  lowering  them  for  its 
savers-to  the  economy’s  detriment. 

The  two  big  banks  have  already  used 
their  dominant  position  to  boost  their  per¬ 
formance.  Bank  of  Ireland’s  interest  mar¬ 
gin,  for  instance,  increased  from  1.25%  in 
2012  to  1.90%  in  the  third  quarter  of  this 
year,  without  much  loss  in  market  share. 
According  to  Emer  Lang  at  Davy,  a  stock¬ 
broker,  much  of  the  increase  has  come 
from  failing  to  pass  on  its  lower  funding 
costs  to  its  borrowers,  as  well  as  actively 
raising  interest  rates  for  some. 

The  impact  of  this  trend-scarcer  and 
more  expensive  credit-has  already  hit  Ire¬ 
land’s  economy.  Mortgage  arrears  have  ris¬ 
en  rapidly,  reaching  17%  of  the  value  of 
loans  to  owner-occupiers  and  29%  of  those 
on  buy-to-let  properties.  Legal  reforms  ear¬ 
lier  this  year  have  made  it  easier  to  repos¬ 
sess  properties  from  defaulters.  That  will 
boost  banks’  profits,  but  squeeze  already 
weak  consumer  spending  even  more.  Irish 
firms  are  also  finding  it  harder  to  borrow. 
According  to  a  survey  published  on  De¬ 
cember  2nd  by  isme,  a  business 
association,  the  refusal  rate  for  new  credit 
applications  for  smaller  firms  has  risen 

I  Squeezed 
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since  June  by  six  percentage  points. 

The  European  Union’s  and  the  imf’s 
three-year  stint  as  backstop  creditors  for 
the  Irish  government  formally  comes  to  an 
end  on  December  15th.  That  makes  Ireland 
the  first  of  the  five  euro-zone  countries  in 
receipt  of  international  bail-outs  to  stand 
again  on  its  own  two  feet.  But  it  would  be 
wrong  to  say  Ireland’s  problems  are  over. 
The  imf  predicts  that  its  economy  will 
grow  by  only  about  2%  a  year  until  2018— a 
feeble  pace  compared  to  rates  of  over  10% 
during  the  boom.  According  to  Deutsche 
Bank,  Ireland’s  banks  will  need  more  pub¬ 
lic  money  if  they  are  to  comply  with  new 
international  rules  on  capital.  Returning 
them  to  health  will  weigh  heavily  on  the 
rest  of  Ireland’s  economy-and  on  its  poli- 
tics-for  years  to  come.  ■ 


China's  currency  controls 

Zone  of  contention 


SHANGHAI 

The  central  bank  takes  a  modest  step 
toward  financial  liberalisation 

FINANCIAL  reform  is  coming  to  China. 

The  country’s  leadership  has  made 
clear  through  recent  pronouncements  that 
it  intends  to  liberalise  the  country’s  capital 
account  and  take  other  measures  to  in¬ 
crease  the  role  of  market  forces  in  the  fi¬ 
nancial  system.  That  has  set  off  a  flurry  of 
speculation  about  how  quickly  interest 
rates  on  bank  deposits  might  be  set  free 
and  the  yuan  made  fully  convertible. 

The  answer,  it  seems,  is  not  very  quick¬ 
ly.  On  December  2nd  the  People’s  Bank  of 
China  (pboc),  the  country’s  central  bank, 
issued  a  set  of  guidelines  on  how  financial 
reform  will  proceed  inside  the  new  Shang¬ 
hai  Free  Trade  Zone  (sftz).  This  29  sq  km 
enclave,  created  in  September,  has  been 
trumpeted  by  Li  Keqiang,  the  country’s 
prime  minister,  as  a  driver  of  economic  re¬ 
form  under  his  newish  administration,  al¬ 
beit  with  scant  detail  until  now. 

To  boost  cross-border  investment  and 
trade,  the  pboc  wants  to  allow  some  firms 
and  individuals  to  open  special  accounts 
that  will  allow  them  to  trade  freely  with 
foreign  accounts  in  any  currency.  A  few  for¬ 
eign  institutional  investors  may  be  al¬ 
lowed  to  invest  directly  in  the  Shanghai 
stockmarket.  And  interest  rates  may  be  lib¬ 
eralised  for  certain  accounts  at  designated 
firms  inside  the  sftz. 

What  does  this  add  up  to?  Louis  Kuijs  of 
rbs,  a  British  bank,  believes  the  pro¬ 
nouncement  belies  the  hope  that  the  bor¬ 
ders  of  the  sftz  would  be  porous  enough 
to  expose  the  rest  of  the  country  to  finan¬ 
cial  reform  through  leakage.  By  his  reading 
of  the  pboc’s  rules,  the  sftz  is  to  be  “an 


offshore  region— open  to  the  global  econ¬ 
omy  but  not  to  China’s  wider  economy.” 

Nomura,  an  investment  bank,  com¬ 
plains  that  the  pboc’s  proposals  are  “cau¬ 
tious”.  Its  experts  point  out  the  group  of 
people  likely  to  benefit  from  such  a  limited 
opening  to  cross-border  financial  flows  is 
“very  small”.  Chen  Bo  of  the  Shanghai 
University  of  Finance  and  Economics 
notes  that  the  interest-rate  liberalisation 
applies  only  to  interbank  certificates  of  de¬ 
posit  and  non-yuan  savings  in  the  sftz, 
which  he  thinks  is  “too  conservative”. 

But  analysts  at  Merrill  Lynch  are  happy 
that  “cross-border  capital  flow  via  the  zone 
may  become  much  easier  than  expected”. 
They  see  a  gush  of  funds  into  the  sftz  that 
will  buoy  Chinese  firms  based  in  Shang¬ 
hai,  especially  banks,  as  well  as  the  city’s 
property  market  both  within  and  beyond 
the  zone.  They  forecast  that  over  time  the 
gap  between  the  share  prices  of  firms  list¬ 
ed  on  the  Shanghai  exchange  (which  is 
largely  closed  to  foreign  investment)  and 
those  on  the  Hong  Kong  exchange  (which 
is  open  to  the  world)  will  start  to  disappear. 

It  will  not  be  clear  which  camp  is  right 
for  some  time  yet,  as  the  pboc’s  proposals 
must  still  be  vetted  by  other  (generally 
more  cautious)  regulators  like  the  Ministry 
of  Finance  and  the  China  Banking  Regula¬ 
tory  Commission.  But  given  the  fraught 
political  environment,  the  proposals  seem 
a  pragmatic  way  to  advance  reform.  After 
all,  it  was  a  similar  pilot  scheme,  the  Shenz¬ 
hen  special  economic  zone,  that  set  in  mo¬ 
tion  China’s  world-changing  boom  in 
manufacturing  for  export.  ■ 


Currency  unions  in  Africa 

Ever  closer 


A  continent  mulls  merging  currencies 

THE  euro  crisis  has  put  most  people  off 
currency  unions.  But  not  in  Africa,  it 
seems.  In  November  the  leaders  of  five 
countries  of  the  East  African  Community 
(eac)  agreed  to  form  a  monetary  union 
within  ten  years.  A  month  before  West  Af¬ 
rican  politicians  agreed  on  a  plan  to  intro¬ 
duce  a  new  shared  currency,  the  eco,  over 
the  next  few  years.  It  should  eventually 
subsume  West  Africa’s  existing  currency 
bloc-but  not  its  central  African  cousin. 

Under  the  proposal  an  initial  group  of 
six  countries  will  adopt  the  eco  by  2015  (see 
map  on  next  page).  Five  years  later  the 
members  of  the  West  African  Economic 
and  Monetary  Union  (known  as  uemoa, 
its  French  acronym),  which  currently  share 
a  currency  called  the  West  African  cfa 
franc,  are  to  adopt  the  eco  too,  creating  a  ►► 
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*  currency  union  of  over  300m  people. 

West  African  politicians  are  pushing  for 
further  integration  because  they,  like  most 
economists,  argue  that  the  single  currency 
for  uemoa  has  been  a  qualified  success. 
uemoa  member  states  are  more  fiscally 
disciplined  than  their  neighbours  outside 
the  currency  zone,  says  Cecile  Couharde 
of  the  University  of  Paris  X  Nanterre.  The 
French  government  currently  underwrites 
the  West  African  cfa  franc  by  guarantee¬ 
ing  to  convert  it  to  euros  at  a  ratio  of  one  to 
0.0015.  That  has  provided  a  stability  rare  in 
African  currencies.  Monetary  unions  also 
simplify  trade:  uemoa  has  more  intra- 
regional  trade  than  any  other  region  in  Af¬ 
rica,  according  to  an  imf  paper. 

But  the  currency  union  has  downsides. 
uemoa  economies  move  at  different 
speeds.  According  to  research  by  Romain 
Houssa,  at  the  Catholic  University  of  Leu¬ 
ven  in  Belgium,  economic  changes  are 
poorly  correlated  between  member  states. 
From  2007  to  201 2,  the  imf  found,  the  cor¬ 
relation  between  the  business  cycle  of 
Senegal,  a  country  with  strong  trade  links 
outside  the  zone,  and  the  other  countries 
in  uemoa  was  almost  zero. 


Consequently,  a  UEMOA-wide  interest 
rate  is  not  ideal:  as  in  the  euro  zone,  some 
countries  end  up  with  the  wrong  rate.  And 
an  inflexible  exchange  rate  makes  eco¬ 
nomic  adjustment  difficult.  From  2000  to 
2012  average  annual  growth  in  output  in 
uemoa  countries  was  about  half  that  of 
comparable  sub-Saharan  economies,  ac¬ 
cording  to  Gianluigi  Giorgioni  of  Liverpool 
University. 

Whereas  uemoa’s  currency  union  has 
drawbacks,  the  proposed  eco  zone  may 
have  fatal  flaws.  It  would  encompass  even 
more  economic  diversity.  Nigeria  in  partic¬ 
ular  stands  out.  Its  economy  is  huge  by  its 
neighbours’  standards,  uemoa’s  gdp  is 
about  $75  billion;  Nigeria’s  is  about  $260 
billion.  The  gdp  of  the  next-biggest  econ¬ 
omy  in  the  region,  Ghana,  is  about  $40  bil¬ 
lion.  And  the  Nigerian  economy  is  unusu¬ 
al.  Unlike  most  other  West  African 
countries  it  is  heavily  dependent  on  oil, 
which  accounts  for  over  a  third  of  output, 
according  to  data  from  the  oecd,  a  club  of 
mostly  rich  countries. 

imf  research  shows  that  Nigeria’s  bal¬ 
ance  of  trade  tends  to  move  in  the  opposite 
direction  to  its  neighbours’-they  are  large¬ 
ly  importers  of  oil.  During  periods  of  high 
oil  prices  Nigeria  may  push  for  interest-rate 
rises.  That  would  be  disastrous  for  other 
eco-zone  economies,  which  are  likely  to  be 
gasping  for  lower  rates. 

To  make  matters  worse  the  eco  might 
be  vulnerable  to  speculative  attack.  France 
would  be  unlikely  to  guarantee  it,  reckons 
Mr  Giorgioni,  as  the  liabilities  would  be 
large  and  the  countries  involved  are  not 
former  French  colonies.  Without  such  sup¬ 
port,  investors  would  be  nervous.  Any  fis¬ 
cal  laxity  would  be  punished.  If  a  region  as 
rich  as  the  euro  zone  has  struggled  to  cope 
with  such  pressures,  the  likelihood  that  the 
poorer  and  less  well-governed  places  hop¬ 
ing  to  adopt  the  eco  could  is  tiny.  ■ 


Nigeria  moves  at  a  different  speed  from  its  neighbours 


The  LIBOR  scandal 

Fixed  harmony 


An  admission  of  collusion  exposes 
banks  to  further  legal  woes 

THE  drumbeat  of  investigations,  law¬ 
suits  and  settlements  in  the  widening 
scandal  over  the  fixing  of  benchmark  in¬ 
terest  rates  such  as  libor  has  been  so 
steady  as  to  be  almost  soporific,  reducing 
their  ability  to  shock.  The  penalty  of  €1.7 
billion  ($2.3  billion)  six  financial  institu¬ 
tions  agreed  to  pay  the  European  Commis¬ 
sion  this  week  for  colluding  to  rig  rates 
seems  if  anything  a  slowing  of  the  tempo. 
Yet  it  could  lead  to  a  new  crescendo  of  legal 
troubles  for  the  banks  involved. 

The  agreement,  which  imposes  large 
fines  on  several  European  firms  including 
Deutsche  Bank,  Societe  Generate  and  Roy¬ 
al  Bank  of  Scotland,  also  implicates  two 
big  American  banks.  Both  JPMorgan  Chase 
and  Citigroup  admit  in  it  that  their  employ¬ 
ees  were  involved  in  efforts  to  manipulate 
benchmark  rates  for  borrowing  in  yen.  The 
fines  they  agreed  to  pay  are  relatively  mod¬ 
est,  €8om  and  €7010  respectively,  but  they 
are  the  first  to  be  levied  against  American 
institutions  in  relation  to  the  libor  scan¬ 
dal.  This  should  add  to  the  pressure  on 
American  regulators  to  be  more  even- 
handed,  amid  complaints  that  they  have 
been  quick  to  prosecute  and  fine  foreign 
banks  over  the  libor  scandal  but  have  yet 
to  reach  any  settlements  or  impose  fines 
on  any  American  firms. 

The  Commission  also  offered  immuni¬ 
ty  to  banks  that  blew  the  whistle  on  the 
cartel,  ubs  avoided  a  €2.5  billion  fine  and 
Barclays  a  €69om  one  for  their  part  in  rig¬ 
ging  rates  because  they  confessed  early. 
This  could  encourage  a  race  to  own  up  by 
firms  involved  in  gaming  other  bench¬ 
marks,  including  exchange  rates  (the  sub¬ 
ject  of  the  latest  investigation  into  market 
manipulation  at  big  banks). 

In  the  agreement  the  banks  admit  not 
only  to  attempting  to  rig  rates,  but  also  to 
doing  so  in  collusion  with  other  banks. 
This  lays  them  open  to  especially  damag¬ 
ing  lawsuits  from  investors  in  assets  affect¬ 
ed  by  the  rate-rigging,  lawyers  say,  thanks 
to  a  quirk  of  American  law.  If  the  banks  are 
shown  to  have  colluded,  the  courts  can  ap¬ 
ply  a  provision  of  America’s  competition 
rules  subjecting  them  to  damages  of  three 
times  the  harm  done.  Several  class-action 
lawsuits  over  the  alleged  manipulation  of 
libor  for  dollar-denominated  borrowing 
are  already  under  way.  The  banks  have  ar¬ 
gued  in  court  in  New  York  that  such  collu¬ 
sion  was  implausible.  This  week’s  settle¬ 
ment  indicates  that  it  did  occur  in  several 
similar  markets.  ■ 


80  Finance  and  economics 


The  Economist  December  7th  2013 


Free  exchange  |  Stagnant  thinking 


An  old  explanation  for  economic  drift  gains  a  new  following 


EVEN  before  the  financial  crisis,  there  was  a  lurking  suspicion 
that  bubbles  were  the  only  way  listless  rich  economies  could 
keep  growth  up  and  unemployment  down.  “Recession-plagued 
nation  demands  new  bubble  to  invest  in,”  joked  the  Onion,  a  sa¬ 
tirical  newspaper,  in  2008.  In  a  speech  last  month  Larry  Sum¬ 
mers,  an  economist  at  Harvard  University,  gave  the  idea  new 
credibility  when  he  suggested  that  the  rich  world  might  be  suffer- . 
ing  from  “secular  stagnation”.  He  joins  a  growing  rank  of  econo¬ 
mists  worrying  that  advanced  economies  will  keep  inflating  bub¬ 
bles  in  a  doomed  attempt  to  resurrect  growth. 

Secular  stagnation  is  not  a  new  idea.  It  was  first  popularised 
by  Alvin  Hansen,  an  economist  and  disciple  of  John  Maynard 
Keynes,  in  the  stagnant  1930s.*  Hansen  thought  a  slowing  of  both 
population  growth  and  technological  progress  would  reduce  op¬ 
portunities  for  investment.  Savings  would  then  pile  up  unused, 
he  reasoned,  and  growth  would  slump  unless  governments  bor¬ 
rowed  and  spent  to  prop  up  demand.  Following  the  economic 
boom  of  the  1950s,  interest  in  the  hypothesis  dwindled. 

The  theory  is  now  popular  again.  Interest  rates  have  been 
trending  downward  for  more  than  a  decade  (see  chart  1),  hinting 
that  too  much  saving  has  too  few  places  to  go.  Even  as  asset  bub¬ 
bles  inflated  before  the  financial  crisis,  growth  in  the  rich  world’s 
economies  was  hardly  breakneck,  hinting  at  a  lack  of  productive 
investment  opportunities.  This  combination  could  be  evidence 
of  the  secular  stagnation  Hansen  warned  of. 

Structural  defects 

Look  closely,  however,  and  the  argument  is  not  all  that  convinc¬ 
ing.  In  explaining  how  a  country  might  fall  prey  to  secular  stagna¬ 
tion,  Hansen  focused  on  the  investment  side  of  the  equation. 
Structural  economic  changes,  like  an  ageing  population  or  a 
slowdown  in  innovation,  could  permanently  curb  expectations 
of  growth.  Bearish  firms  might  then  sit  on  cash  rather  than  splash 
out  on  job-generating  equipment  or  factories. 

In  some  parts  of  the  rich  world  the  ageing  of  the  population 
may  be  bearing  down  on  growth,  but  the  rest  of  the  story  does 
not  fit  current  conditions.  In  the  midst  of  the  information-tech¬ 
nology  revolution,  a  dearth  of  innovation  does  not  seem  a  plausi¬ 
ble  source  of  stagnation.  Housing  aside,  private  investment  in 
America  has  recovered  reasonably  well  from  the  crisis,  and  tech- 
industry  investments  are  positively  booming.  Markets  do  not  ap¬ 
pear  to  be  sceptical  of  the  potential  returns  from  technology. 

Yet  optimism  in  Silicon  Valley  has  not  proved  sufficient  to  free 
the  economy  from  the  doldrums.  Some  reckon  other  structural 
changes  in  the  economy  are  deterring  firms  from  undertaking 
more  capital  spending.  Andrew  Smithers  of  Smithers  &  Co,  a  con¬ 
sultant,  argues  that  compensation  for  managers  creates  incen¬ 
tives  to  boost  share  prices  in  the  short  run.  He  suggests  that  this 
encourages  managers  to  plough  cash  into  share  buy-backs, 
which  raise  stock  prices,  rather  than  into  productive  investments 
that  might  do  more  to  boost  growth. 

Might  a  surge  in  saving  rather  than  moribund  investment  be 
the  prime  cause  of  secular  stagnation?  Again,  the  timing  is  tricky. 
Before  the  financial  crisis,  excessive  thrift  in  emerging  economies 
may  have  played  a  role.  In  2005  Ben  Bernanke  identified  a  “global 
saving  glut”  as  the  reason  for  low  interest  rates.  Many  emerging 
economies,  particularly  China,  had  rising  current-account  sur¬ 
pluses.  They  sent  their  surplus  savings  to  the  rich  world,  by  build¬ 
ing  up  large  foreign-exchange  reserves,  mostly  in  the  form  of  rich- 
world  bonds.  This  drove  up  asset  prices  and  fuelled  housing  bub- 
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bles.  A  new  working  paper  from  the  National  Bureau  of 
Economic  Research  reckons  that  foreign  capital  flows  to  America 
drove  down  interest  rates  and  accounted  for  as  much  as  a  third  of 
the  increase  in  house  prices  in  the  2000s. 

But  this  explanation  for  economic  stagnation  in  the  rich  world 
is  difficult  to  square  with  today’s  data.  Global  growth  in  foreign- 
exchange  reserves  slowed  dramatically  in  2013.  Yet  rich  econo¬ 
mies  are  still  struggling  while  asset  prices  continue  to  soar. 

Another  theory  holds  that  high  savings  reflect  a  cramping  of 
consumption  due  to  rising  inequality  of  incomes.  The  share  of  in¬ 
come  earned  by  the  top  1%  began  climbing  in  the  early  1980s  and 
now  stands  close  to  the  record  set  in  1928.  Rich  households  save 
more  than  poorer  ones.  A  paper  published  this  year  by  Barry  Cy- 
namon  of  the  St  Louis  Fed  and  Steven  Fazzari  of  Washington  Uni¬ 
versity  in  St  Louis  estimates  that  prolific  saving  by  the  top  5%  has 
been  suppressing  demand  since  the  mid-1980s.  That  squeeze  was 
mostly  offset  by  increased  borrowing  by  the  bottom  95%,  they 
find.  America  and  Britain,  unlike  Germany  and  Japan,  saw  rapid 
growth  in  private  debt  in  the  2000s  (see  chart  2).  But  when  the  cri¬ 
sis  forced  households  to  deleverage,  the  underlying  inequality- 
driven  stagnation  may  have  reasserted  itself. 

Over  to  Occam 

Yet  deleveraging  alone  may  be  enough  to  explain  the  sluggish 
growth  of  recent  years.  In  2009  Carmen  Reinhart  of  the  Universi¬ 
ty  of  Maryland  and  Kenneth  Rogoff  of  Harvard  University  pub¬ 
lished  a  study  of  big  post-war  banking  crises  and  concluded  that 
they  are  typically  followed  by  weak  recoveries,  whether  or  not 
they  were  preceded  by  a  surge  in  income  inequality. 

Just  as  important,  central  banks  have  been  at  sea  since  reduc¬ 
ing  their  benchmark  policy  rates  to  near  zero  in  2008-09,  to  battle 
recession.  Many  economists— including  Mr  Summers— reckon 
this  “zero  lower  bound”  has  kept  central  banks  from  slashing  in¬ 
terest  rates  enough  to  get  investment  going  and  economies  back 
on  track.  America  has  been  in  similar  straits  before,  in  the  1930s, 
when  Hansen  was  devising  his  theories.  Secular  stagnation  may 
someday  prove  a  problem.  The  rich  world’s  current  headaches, 
however,  look  more  like  a  nasty  hangover.  ■ 

*  Studies  cited  in  this  article  can  be  found  at  www.economist.com/stagnationl3 
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Sex  and  brains 

Vive  la  difference! 


MEN  and  women  do  not  think  in  the 
same  ways.  Few  would  disagree 
with  that.  And  science  has  quantified 
some  of  those  differences.  Men,  it  is  pretty 
well  established,  have  better  motor  and 
spatial  abilities  than  women,  and  more 
monomaniacal  patterns  of  thought.  Wom¬ 
en  have  better  memories,  are  more  socially 
adept,  and  are  better  at  dealing  with  sever¬ 
al  things  at  once.  There  is  a  lot  of  overlap, 
obviously.  But  on  average  these  observa¬ 
tions  are  true. 

Suggesting  why  they  are  true  in  evolu¬ 
tionary  terms  is  a  game  anyone  can  play. 
One  obvious  idea  is  that  because,  in  the 
days  of  hunting  and  gathering,  men  spent 
more  time  wandering  away  from  camp, 
their  brains  needed  to  be  adapted  to  able 
to  find  their  way  around.  They  also  spent 
more  time  tracking,  fighting  and  killing 
things,  be  they  animals  or  intrusive  neigh¬ 
bours.  Women  by  contrast,  politicked 
among  themselves  and  brought  up  the 
children,  so  they  needed  to  be  able  to  ma¬ 
nipulate  each  other’s  and  their  children’s 
emotions  to  succeed  in  their  world. 

Finding  out  why  sex  differences  are 
true  in  neurological  terms-in  other  words, 
how  the  brain  is  wired  up  to  create 
them-is  another  matter  altogether.  To  play 
this  game  you  have  to  have  a  lot  of  expen¬ 
sive  kit,  not  just  a  comfortable  chair  from 


which  to  pontificate.  And  that  is  exactly 
what  Ragini  Verma  of  the  University  of 
Pennsylvania  and  her  colleagues  do  have. 
As  a  result,  as  they  outline  in  the  Proceed¬ 
ings  of  the  National  Academy  of  Sciences, 
they  have  been  able  to  map  out  differences 
in  the  ways  male  and  female  brains  are  ca¬ 
bled  and  match  them,  at  least  to  their  own 
satisfaction,  to  the  stereotypes  beloved  of 
both  folklore  and  psychology. 

Sugar  and  spice  or  puppy-dogs’  tails? 

Neurology  has  been  revolutionised  over 
the  past  couple  of  decades  by  a  range  of 
techniques  that  can  scan  living  brains.  Dr 
Verma’s  technique  of  choice  is  diffusion 
tensor  imaging.  This  follows  water  mole¬ 
cules  around  the  brain.  Because  the  fibres 
that  connect  nerve  cells  have  fatty  sheaths, 
the  water  in  them  can  diffuse  only  along  a 
fibre,  not  through  the  sheath.  So,  diffusion 
tensor  imaging  is  able  to  detect  bundles  of 
such  fibres,  and  see  where  they  are  going. 

Dr  Verma  and  her  team  applied  the 
technique  to  428  men  and  boys,  and  521 
women  and  girls.  Their  results  are  sum¬ 
marised  in  the  two  diagrams  above,  which 
show  connection  trends  averaged  from  the 
sum  of  participants’  brains. 

The  two  main  parts  of  a  human  brain 
are  the  cerebrum,  above  and  towards  the 
front,  which  does  the  thinking,  and  the  cer- 
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ebellum,  below  and  towards  the  back, 
which  does  the  acting.  Each  is  divided  into 
right  and  left  hemispheres.  As  the  dia¬ 
grams  show,  in  men  (the  left-hand  picture) 
the  dominant  connections  in  the  cerebrum 
are  those,  marked  in  blue,  within  hemi¬ 
spheres.  In  women,  they  are  those,  marked 
in  orange,  between  hemispheres.  In  the 
cerebellum  (not  visible  because  it  is  under 
the  cerebrum),  it  is  the  other  way  around. 

What  this  means  is  open  to  interpreta¬ 
tion,  but  Dr  Verma’s  take  is  that  the  wiring 
differences  underlie  some  of  the  variations 
in  male  and  female  cognitive  skills.  The  left 
and  right  sides  of  the  cerebrum,  in  particu¬ 
lar,  are  believed  to  be  specialised  for  logical 
and  intuitive  thought  respectively.  In  her 
view,  the  cross-talk  between  them  in  wom¬ 
en,  suggested  by  the  wiring  diagrams, 
helps  explain  their  better  memories,  social 
adeptness  and  ability  to  multitask,  all  of 
which  benefit  from  the  hemispheres  col¬ 
laborating.  In  men,  by  contrast,  within- 
hemisphere  links  let  them  focus  on  things 
that  do  not  need  complex  inputs  from  both 
hemispheres.  Hence  the  monomania. 

When  it  comes  to  the  cerebellum,  the 
extra  cross-links  between  hemispheres  in 
men  serve  to  co-ordinate  the  activity  of  the 
whole  sub-organ.  That  is  important  be¬ 
cause  each  half  controls,  by  itself,  only  one 
half  of  the  body.  Hence  men  have  better 
motor  abilities-or,  in  layman’s  terms,  are 
better  co-ordinated  than  women. 

Dr  Verma’s  other  main  finding  is  that 
most  of  these  differences  are  not  congeni¬ 
tal.  Rather,  they  develop  with  age.  Her  vol¬ 
unteers  ranged  from  8  to  22  years  old.  The 
brains  of  boys  and  girls  aged  8  to  13  demon¬ 
strated  only  a  few  differences,  though  all 
were  of  the  type  that  later  became  pro¬ 
nounced.  Adolescents,  those  aged  13  to  17,  ►► 


A  new  technique  has  drawn  wiring  diagrams  of  the  brains  of  the  two  sexes.  The 
contrast  between  them  is  illuminating. 
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►  showed  more.  Young  adults,  over  17,  more 
still.  Sex  differences  in  brains-those  visi¬ 
ble  to  this  technique,  at  least— thus  mani¬ 
fest  themselves  mainly  when  sex  itself  be¬ 
gins  to  matter. 

Dr  Verma’s  work  is  important  not  only 
for  what  it  has  shown,  but  also  as  a  demon¬ 
stration  of  the  power  of  diffusion  tensor 
imaging.  Studying  the  brain,  particularly 
the  living  brain,  is  a  uniquely  hard  scientif¬ 
ic  problem.  The  American  government  has 
recently  promised  to  spend  serious 
amounts  of  money  doing  so,  through  what 
it  dubs  the  brain  initiative-the  inevitable 
contrived  acronym  supposedly  standing 
for  Brain  Research  through  Advancing 
Innovative  Neurotechnologies. 

As  that  name  suggests,  advances  in 
brain  research  depend  on  the  develop¬ 
ment  of  better  ways  of  looking  at  brains 
while  they  are  alive  and  firing.  This  will  be 
hard.  But  work  like  Dr  Verma’s  shows  the 
rewards  of  doing  it.  ■ 


GM  maize,  health  and  the  Seralini  affair 

Smelling  a  rat 


A  study  that  suggested  GM  food  may 
cause  cancer  has  been  retracted 

GENETICALLY  modified  maize  causes 
cancer:  that  was  the  gist  of  one  of  the 
most  controversial  studies  in  recent  mem¬ 
ory,  published  in  September  2012  by  Food 
and  Chemical  Toxicology.  Well,  actually,  it 
doesn’t.  On  November  28th  the  journal  re¬ 
tracted  it.  This  followed  criticism  that  the 
rats  used  in  the  experiment  were  prone  to 
cancer  anyway;  that  the  experimental  pro¬ 
tocol  used  could  not  distinguish  tumours 
which  might  have  been  caused  by  gm 
food  from  those  that  were  spontaneous  (it 
had  been  set  up  to  investigate  a  different 
question,  and  thus  included  too  few  ani¬ 
mals);  and  that  the  authors  offered  no 
mechanism  by  which  gm  food  could 
cause  cancer.  It  would  be  too  much  to  say 
that  gm  foods  have  thereby  been  proven 
safe.  But  no  other  study  has  found  health 
risks  in  mammals  from  eating  them. 

The  article  was  by  Gilles-Eric  Seralini  of 
the  University  of  Caen,  in  France,  and  his 
colleagues.  It  described  what  happened  to 
rats  fed  with  NK603  maize,  a  variety  made 
resistant  to  a  herbicide  called  glyphosate 
by  a  genetic  modification  made  by  Mon¬ 
santo,  an  American  firm.  Monsanto  also 
discovered  glyphosate’s  herbicidal  proper¬ 
ties.  It  sells  it  under  the  trade  name 
“Roundup”.  Because  the  crop  is  resistant  to 
glyphosate,  farmers  can  spray  their  fields 
with  it,  killing  weeds  but  leaving  the  maize 
unscathed. 

In  Dr  Seralini’s  experiment,  rats  fed 


with  the  modified  maize  were  reckoned 
more  likely  to  develop  tumours  than  those 
which  had  not  been.  Females  were  espe¬ 
cially  badly  affected:  their  death  rates  were 
two  or  three  times  as  high  as  those  of  con¬ 
trol  groups.  (Rats  fed  with  diluted  glypho¬ 
sate  also  suffered  health  damage.) 

The  article  was  explosive.  Jean-Marc 
Ayrault,  France’s  prime  minister,  said  that 
if  its  results  were  confirmed  his  govern¬ 
ment  would  press  for  a  Europe-wide  ban 
on  NK603  maize.  Russia  suspended  im¬ 
ports  of  the  crop.  Kenya  banned  all  gm 
crops.  The  article  came  out  two  months  be¬ 
fore  a  referendum  in  California  that  would 
have  required  the  labelling  of  all  gm 
foods.  It  played  a  role  in  the  vote,  though  in 
the  event  the  proposition  was  defeated. 

The  paper  had  all  the  more  impact  be¬ 
cause  it  contradicted  previous  studies  on 
gm  foods.  Research  published  in  2007  by 
Japan’s  Department  of  Environmental 
Health  and  Toxicology  on  genetically 
modified  soyabeans,  for  example,  report¬ 
ed  “no  apparent  adverse  effect  in  rats” 
from  the  beans  (or  the  glyphosate).  That 
finding  was  confirmed  by  a  review  of  all 
the  evidence  by  a  team  at  the  University  of 
Nottingham,  in  England,  published  in  2012. 

But  Dr  Seralini’s  paper  was  also  explo¬ 
sive  for  reasons  unrelated  to  its  content.  It 
stirred  up  controversy  before  it  was  even 
published  because  the  authors  insisted 
that  journalists  who  were  given  advance 
copies  could  not  seek  independent  com¬ 
ment  on  the  contents  when  writing  their 
articles,  and  would  face  a  large  fine  if  they 
did  so.  This  was  an  unusual  and  widely 
criticised  requirement,  which  had  the  ef¬ 
fect  of  ensuring  that  third-party  criticism 
of  the  paper  did  not  appear  during  the  im¬ 
portant  early  days  when  a  huge  amount  of 
public  attention  was  focused  on  the  find¬ 
ings.  That  may  help  explain  the  panicky  re¬ 
actions  in  France,  Kenya  and  Russia. 

Though  the  paper  has  been  retracted, 
that  is  unlikely  to  be  end  of  the  matter.  The 
journal’s  publisher  said  there  was  “no  evi¬ 
dence  of  fraud  or  intentional  misrepresen¬ 
tation  of  the  data”,  which  are  the  usual  jus¬ 
tifications  for  retraction.  Scientific  opinion 
runs  strongly  against  the  conclusion  that 
gm  foods  are  harmful-but  not  universally 
so.  A  group  called  the  European  Network 
of  Scientists  for  Social  and  Environmental 
Responsibility  backed  Dr  Seralini.  And 
anti-GM  activists  are  unabashed.  In  Au¬ 
gust  a  group  in  the  Philippines  destroyed  a 
field  study  of  Golden  Rice,  a  type  geneti¬ 
cally  modified  to  carry  beta-carotene,  a 
chemical  precursor  of  vitamin  a.  Deficien¬ 
cies  of  this  vitamin  contribute  to  the 
deaths  of  hundreds  of  thousands  of  chil¬ 
dren  every  year,  and  make  many  more 
blind.  Neither  the  prospect  of  public- 
health  benefits  in  poor  countries,  nor  the 
absence  of  scientific  evidence  of  damage 
to  health  is  dulling  the  edge  of  the  environ¬ 
mental  campaign  against  all  gm  foods.  ■ 


China's  Moon  rover 

Yutu  or  me-too? 


BEIJING 

China’s  probe  will  add  a  bit  to  science 
and  a  lot  to  the  country’s  swagger 

TWO  years  ago,  in  December  2011,  Chi¬ 
na  published  a  blueprint  outlining  its 
ambitions  in  outer  space.  The  launch,  on 
December  2nd,  of  Chang’e-3— a  lunar  mis¬ 
sion  named  after  a  Moon  goddess-shows 
that  it  remains  on  track. 

Things  could  still  go  wrong.  In  matters 
of  space  flight,  landing  is  at  least  as  peril¬ 
ous  as  taking  off-and  more  so  when  that 
landing  is  on  another  body,  rather  than 
back  on  Earth.  This  will  be  China’s  first  at¬ 
tempt  at  such  a  landing.  If  it  succeeds  it  will 
make  the  China  National  Space  Adminis¬ 
tration  (cnsa)  only  the  second,  after  Rus¬ 
sia’s,  to  put  an  unmanned  rover  on  the 
Moon.  It  may  also  help  pave  the  way  for 
the  agency  to  match  nasa’s  greater  techni¬ 
cal  success  of  landing  people  there. 

China  has  released  only  limited  infor¬ 
mation  about  the  mission.  Its  destination 
is  believed  to  be  Sinus  Iridum,  an  area  of 
the  Moon  free  of  loose  boulders  on  the  sur¬ 
face,  and  thus  rover-friendly.  The  rover  it¬ 
self  (named  Yutu,  meaning  “Jade  Rabbit”, 
after  a  pet  that  belonged  to  Chang’e)  has 
six  wheels  and  is  intended  to  operate  for 
three  months.  Reports  of  its  weight  have 
ranged  from  100kg  to  140kg.  cnsa  has  not  ►► 
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The  Economist  continues  its  global  ocean  sustainability 
initiative  with  the  second  World  Ocean  Summit.  The  event 
will  take  place  in  San  Francisco  and  will  be  chaired  by  John 
Micklethwait,  Editor-in-Chief,  The  Economist 


The  World  Ocean  Summit  2014  will  offer  delegates  the 
opportunity  to  better  understand  the  risks  brought  about 
by  ocean  degradation  and  help  shape  debate  about  the  role 
business  should  play. 
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AGJENCIA  KOSOVARE  E  PRIVATIZIMIT 
KOSOVSKA  AGENCIJA  ZA  PRIVATIZACIJU 
PRIVATISATION  AGENCY  OF  KOSOVO 


CLAIMS  DEADLINE  NOTICE 
Socially  Owned  Enterprise  Mining  Metallurgical  and 
Chemical  Combine  “Trcpga” 


Pursuant  to  article  17  of  the  Law  On  the  Reorganization  and  Liquidation  of  Certain 
Enterprises  and  their  Assets  Law  No  04/L-035  that  entered  into  force  on  26.10.2011 
(hereinafter  the  “Law  on  Reorganisation”),  with  respect  to  the  Special  Chamber  of  the 
Supreme  Court  Decision  No.  SCR-05-001-R008,  R009  and  R011,  dated  19.05.2011 
(hereinafter  "Special  Chamber),  and  the  Moratorium  Notice  published  on  the  8th  of 
November,  2011,  and  Decision  No.  AC-I- 12-0131,  the  Privatisation  Agency  of  Kosovo 
(hereinafter  the  “Agency”)  publishes  this  notice  in  relation  to  Enterprise  Mining, 
Metallurgical  and  Chemical  Combine  “Trcpya”  (hereinafter  the  “Enterprise”)  as  Core 
Enterprise  and  Other  Enterprises  identified  with  Trep9a  Complex: 

A.  Effective  from  8th  of  November  201 1,  as  specified  in  the  published  moratorium 
notice,  the  Agency  shall  serve  as  the  Administrator  of  the  Enterprise,  and  all  actions, 
proceedings  and  acts  of  any  kind  aimed  at  determining  the  validity  of,  enforcing 
or  satisfying  any  Claim  or  Interest  with  respect  to  the  Enterprises  mentioned  in  the 
Moratorium  Notice,  or  their  Assets,  are  suspended  and  shall  only  continue  with  the 
permission  of  the  Special  Chamber. 

B.  In  accordance  with  Article  17  of  the  Law,  the  Agency  publishes  this  Claims 
Deadline  Notice  that  provides  details  on  the  method  for  filing  Proofs  of  Claim  and 
Proofs  of  Interest  and  establishing  the  deadline  for  the  filing  of  such  Proofs  of  Claim 
and  Proofs  of  Interest. 


C.  All  Persons  alleging  to  hold  Claims  and/or  Interests  in  or  against  the  Enterprise  or 
any  Asset  of  the  Enterprise  are  invited  to  file  a  Proof  of  Claim  and/or  Proof  of  Interest 
on  the  appropriate  legal  form  starting  as  of  1  st  November  2013,  until  30th  of  December, 
2013.  (Sixty  days  from  the  day  of  notice)  16:00  h.  (Kosovo  time)  at  the  Agency  in  the 
following  address: 

Head  Quarters 

Privatisation  Agency  of  Kosova 
Rr.  Ilir  Konushevci  No  .8 
10  000  Prishtina,  Kosova 

D.  All  Persons  alleging  to  hold  Claims  or  Interests  in  or  against  the  Enterprise 
or  any  Asset  of  the  Enterprise  are  required  to  comply  with  the  requirements 
specified  in  the  notice,  without  regard  as  to  whether  they  have  previously  informed 
the  Special  Chamber,  the  Agency  or  the  Agency’s  predecessor  -  Kosovo  Trust 
Agency. 

E.  Claims  submitted  or  delivered  in  any  form  whatsoever,  after  the  first  claims 
deadline  published  in  the  notice  dated  01  November  2012,  which  has  ended  on  31 
December  2012,  respectively,  04  January  2013,  are  time  barred,  and  as  such  shall 
not  be  reviewed. 

F.  Failure  to  submit  the  claims  or  interests  allegations  within  the  re-announced 
deadline  for  submission  of  claims  shall  be  rejected  and  considered  as  forever  closed 
cases  by  the  Administrator,  respectively,  the  Agency. 

G.  All  Persons  may  obtain  the  standard  forms  and  instructions  for  filing  a  Proof  of 
Claim  and  a  Proof  of  Interest  at  Agency’s  Offices,  Str.  Ilir  Konushevci  No. 8  10  000 
Prishtina,  Kosova,  or  download  them  from  the  official  website  of  the  Agency  www. 
pak-ks.org 

H.  All  Persons  may  obtain  a  list  of  the  Assets  of  the  Enterprise  at  Agency's  Offices, 
Str.  Dir  Konushevci  No.8  10  000  Prishtina,  Kosova,  or  download  them  from  the  official 
website  of  the  Agency  www.pak-ks.org. 

I.  The  Agency  is  responsible  for  developing  and  distribution  of  the  proposed 
Reorganization  Plan  for  the  Enterprise; 

J.  Qualified  Creditor  or  Qualified  Group  of  Creditors,  defined  in  Article  2  of  the  Law 
on  Reorganisation,  shall  be  permitted  to  file  an  alternative  proposal  for  Reorganisation 
of  Enterprise  (“Reorganisation  Alternative  Plan”)  in  compliance  with  provisions  of 
Article  22  of  this  Law. 

K.  The  rights  and  interests  of  creditors  are  protected  under  the  Law  on  Reorganisation. 

All  Claims  shall  be  submitted  at  the  following  address: 


Privatisation  Agency  of  Kosovo/HQ 
Str.  Ilir  Konushevci  No.8, 

10  000  Prishtina,  Kosovo 
Tel:  +381  38  500  400;  Fax:  +381  38  248  076 
e-mail  to:  trepca@pak-ks.org, 
Official  webpage:  www.pak-ks.org 
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►  revealed  the  planned  date  of  the  landing 
attempt-though  according  to  the  Euro¬ 
pean  Space  Agency,  which  is  using  its  net¬ 
work  of  tracking  stations  to  relay  signals 
from  and  send  commands  to  Chang’e-3  on 
behalf  of  cnsa,  it  is  Decembernph. 

The  probe  took  off  from  the  Xichang 
Satellite  Launch  Centre  in  Sichuan.  The 
launch,  which  was  broadcast  live  on  state 
television,  was  not  without  incident.  The 
Xiaoxiang  Morning  Post  reported  the  fol¬ 
lowing  day  that  nine  minutes  after  lift-off 
rocket  debris  landed  on  two  houses  in  a 
village  more  than  1,000km  from  Xichang, 
causing  damage  but  no  injuries. 

Previous  Chang’e  missions,  in  2007  and 
2010,  successfully  orbited  the  Moon.  The 
first  was  then  deliberately  crashed  onto  the 
lunar  surface,  while  the  second  was 
launched  out  of  lunar  orbit  and  into  orbit 
around  the  sun,  the  first  Chinese-made  ob¬ 
ject  to  be  so  dispatched  to  deep  space. 

It  has  been  decades  since  the  American 
and  Soviet  landings  on  the  Moon. 
Chang’e-3  will  be  the  first  craft  to  arrive 
there  since  Luna- 24,  a  Soviet  mission,  in 
1976.  Even  so,  critics  doubt  China  will  find 
much  new  of  scientific  value  on  the  lunar 
surface,  and  suspect  the  mission  has  more 
to  do  with  boosting  the  country’s  prestige 
and  preparing  for  the  even  greater  prestige- 
boost  of  a  manned  lunar  landing. 

That  cynicism  has  been  enhanced  by 
some  overblown  claims,  cnsa  is  bragging, 
for  example,  that  by  placing  an  optical  tele¬ 
scope  on  the  Moon,  Chang’e-3  will  have 
achieved  something  “that  so  far  hasn’t 
been  done  by  other  countries”.  NASA’s 
Apollo  16  mission  in  1972  did,  however,  de¬ 
ploy  an  ultraviolet  telescope.  Its  crew  re¬ 
covered  the  film,  but  the  now-inactive  in¬ 
strument  remains  on  the  Moon. 

This  does  not  mean  that  Chang’e-3,  and 
Yutu  in  particular,  have  no  scientific  merit. 
The  rover,  for  instance,  sports  a  ground- 
penetrating  radar  for  the  study  of  rock  and 
regolith  (the  crushed  rock  that  passes  for 
soil  on  the  Moon).  According  to  a  report  in 
Nature,  this  can  scan  as  much  as  100  metres 
below  the  surface.  That  may  produce  more 
interesting  results  than  Yutu’ s  x-ray  spec¬ 
trometer,  designed  for  regolith  analysis, 
since  many  lunar  samples  retrieved  by 
American  and  Soviet  missions  are  already 
available  for  study  on  Earth. 

According  to  cnsa’s  blueprint,  it  too 
will  bring  Moon  rocks  back  to  Earth.  The 
agency  plans  re-entry  tests  with  an  experi¬ 
mental  craft  by  2015.  In  2020  Chang’e-5 
will,  if  all  goes  well,  return  with  samples. 

That  is  not  all  cnsa  has  planned.  In 
June  it  conducted  its  fifth  manned  mission, 
during  which  Shenzhou-10  docked  with 
the  first  phase  of  the  country’s  putative 
space  station.  In  2015  it  aims  to  launch  Tian- 
gong-2,  the  station’s  second  phase. 

China’s  first  manned  flight  took  place  in 
2003  when  a  single  crewman,  Yang  Liwei, 
made  14  orbits.  Its  longest  manned  mission 


lasted  15  days,  but  officials  say  they  are  pre¬ 
paring  astronauts  for  the  rigours  of  “medi¬ 
um-  and  long-term  space  missions”. 

Since  the  end  of  the  Space  Shuttle  pro¬ 
gramme,  nasa  has  been  unable  to  launch 
manned  missions  of  its  own,  and  Ameri¬ 
cans  are  concerned  about  falling  behind 
China.  In  a  report  issued  in  May,  the  coun¬ 
try’s  defence  department  worried  publicly 
about  China’s  development  of  a  “multi¬ 
dimensional  programme  to  improve  its  ca¬ 
pabilities  to  limit  or  prevent  the  use  of 
space-based  assets  by  adversaries  during 
times  of  crisis  or  conflict”. 

But  America  need  not  be  too  jittery.  Chi¬ 
na  is  busy  re-living  the  past  for  much  the 
same  reasons  that  America  and  the  Soviet 
Union  lived  it  the  first  time  round.  The  fu¬ 
ture  lies  elsewhere.  On  December  3rd,  also 
for  the  first  time,  a  privately  financed  and 
built  rocket  put  a  private  commercial  satel¬ 
lite  into  orbit.  The  satellite  was  European. 
The  rocket,  from  Elon  Musk’s  firm  SpaceX, 
was  American.  ■ 


Cockroach  hygiene 

Faecal  position 


The  power  of  cockroach  excreta  may 
explain  an  entomological  mystery 

SMEARING  the  place  you  inhabit  with 
faeces  is,  among  people,  an  act  of  des¬ 
peration  rarely  seen  outside  the  confines 
of  a  prison.  Some  cockroaches,  though,  do 
it  all  the  time. 

Rebeca  Rosengaus  of  Northeastern 
University,  in  Boston,  thinks  she  knows 
why.  As  she  and  her  colleagues  discovered 
in  a  study  just  published  in  Naturwissen- 
schaften,  wood-cockroach  faeces  protect 
the  insects  from  a  parasitic  fungus.  This 
finding,  she  thinks,  may  also  explain  the 


existence  of  one  of  the  world’s  most  suc¬ 
cessful  groups  of  animals:  termites. 

Wood  cockroaches  nest  in  decaying 
tree  trunks,  in  crevices  they  plaster  with 
their  faeces.  These  are  also  home  to  fungi 
that  parasitise  their  insect  neighbours.  Past 
observations  have  hinted  that  cockroach 
faeces  protect  against  such  parasitism.  Dr 
Rosengaus  decided  to  test  the  idea. 

She  and  her  colleagues  collected  cock¬ 
roach  faeces,  mashed  them  up  with  water, 
mixed  in  fungal  spores  and  smeared  the 
mixture  onto  slides  covered  in  nutrient- 
rich  agar.  As  a  control,  they  repeated  the 
process  without  the  faeces. 

The  fungus  germinated  on  all  the  con¬ 
trol  slides.  On  those  smeared  with  the  fae¬ 
cal  mix  it  germinated  on  only  a  third.  Fae¬ 
ces  thus  stop  fungal  germination  and 
presumably  protect  cockroaches.  And 
what  works  for  individuals  might  work 
even  better  for  a  huge  colony,  in  which  in¬ 
dividuals  benefit  from  the  pooled  excreta 
of  thousands  of  neighbours.  Which  is 
where  the  termite  connection  comes  in. 

Termites,  a  specialised  group  of  social 
cockroaches,  are  one  of  entomology’s  puz¬ 
zles.  Ants,  bees  and  wasps-the  other  in¬ 
sects  that  form  colonies  in  which  sterile 
workers  raise  the  offspring  of  a  queen- 
have  unusual  genetics.  Their  workers  are 
female,  and  these  genetics  explain  the  pro¬ 
pensity  of  females  to  help  their  mothers  re¬ 
produce,  instead  of  breeding  themselves. 

Termites,  though,  do  not  have  this  un¬ 
usual  genetic  pattern  and  the  sterile  work¬ 
ers  come  from  both  sexes.  So  the  question 
is,  what  made  them  become  colonial? 

Dr  Rosengaus  speculates  that  the  impe¬ 
tus  was  faeces-pooling,  and  she  has  found 
that  at  least  one  living  termite  species 
thought  to  resemble  the  earliest  members 
of  the  group  has  anti-fungal  faeces  too. 
Many  a  householder  has  no  doubt  issued  a 
lavatorial  expletive  on  discovering  termite 
damage  to  his  house.  If  Dr  Rosengaus  is 
correct,  such  outbursts  may  be  more  ap¬ 
propriate  than  anyone  had  realised.  ■ 
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The  best  writing  in  2013  covered,  among  other  things,  American  foreign  policy, 
Israel,  Gettysburg,  the  Kremlin,  silence,  solitude  and  emperor  penguins 


Politics  and  current  affairs 

My  Promised  Land:  The  Triumph  and  Trage¬ 
dy  of  Israel.  ByAri  Shavit.  Spiegel  &Grau; 
464  pages;  $28.  To  be  published  in  Britain  by 
Scribe  in  February;  £20 
Drawing  on  interviews,  historical  docu¬ 
ments,  diaries  and  letters,  as  well  as  his 
own  family  story,  Ari  Shavit,  a  Tel  Aviv 
newspaper  columnist  mines  four  gener¬ 
ations  of  history  to  tease  out  the  conflicts 
and  contradictions  in  his  controversial 
homeland.  A  passionate  elegy. 

Double  Down:  Game  Change  2012.  By  Mark 
Halperin  and  John  Heilemann.  Penguin 
Press;  499  pages;  $29. 95.  W.  H.  Allen;  £20 
A  gripping  account,  drawing  on  inter¬ 
views  with  400  sources,  of  Barack 
Obama’s  win  over  his  2012  Republican 
rival,  Mitt  Romney.  A  sequel  to  “Game 
Change”,  their  book  on  the  2008  election, 
it  cements  the  authors’  reputation  as 
unrivalled  chroniclers  of  American  cam¬ 
paign  politics. 

Forgotten  Ally:  China's  World  War  II, 
1937-45.  By  Rana  Mitter.  Houghton  Mifflin 
Harcourt;  458  pages;  $30.  Allen  Lane;  £25 
Japan’s  brutal  occupation  and  the  struggle 
against  it  was  the  anvil  on  which  modern 


China  was  shaped.  A  meticulous  explora¬ 
tion  of  China’s  experience  of  war  and  the 
existential  crisis  it  suffered  as  it  tried  to 
regain  its  centrality  in  Asia. 

Iraq:  From  War  to  a  New  Authoritarianism. 

By  Toby  Dodge.  Routledge;  216 pages;  $26.95 
and  £14.99 

Toby  Dodge,  director  of  the  Middle  East 
Centre  at  the  London  School  of  Econom¬ 
ics,  offers  a  clear,  concise  and  unsparing 
view  of  Iraq’s  continuing  agony.  A  tale 
worthy  of  Shakespeare. 

Unthinkable:  Iran,  the  Bomb  and  American 
Strategy.  By  Kenneth  Pollack.  Simon  & 
Schuster;  536 pages;  $30 
A  hawkish  analyst  sets  out  what  military 
action  against  Iran  might  look  like  and 
goes  on  to  show  why  America  would  be 
mad  not  to  endorse  Barack  Obama’s 
strategy  of  containment. 

The  Beast:  Riding  the  Rails  and  Dodging 
Narcos  on  the  Migrant  Trail.  By  Oscar  Marti¬ 
nez.  Translated  by  Daniela  Maria  Ugaz  and 
John  Washington.  Verso; 267 pages;  $26.95 
and  £14.99 

Drawing  on  eight  trips  accompanying 
illegal  migrants  from  Central  America 
across  the  border  into  the  United  States. 
Oscar  Martinez,  a  Salvadoran  journalist, 


does  a  beautiful  job  describing  a  world 
that  is  hellish,  violent  and  depraved. 

ThankYou  For  Your  Service.  By  David  Finkel. 
FSG;  272  pages;  $26.  Scribe;  £16.99 
An  exploration  of  the  lives  of  American 
soldiers  returning  from  combat,  many  of 
them  physically  fit  but  psychologically 
wounded.  An  important  and  uncomfort¬ 
able  book  by  the  Pulitzer-prize- winning 
author  of  “The  Good  Soldiers”. 

How  Asia  Works:  Success  and  Failure  in  the 
World's  Most  Dynamic  Region.  By  Joe 

Studwell.  Grove;  366 pages;  $27.  Profile; 

£14.99 

Asia’s  post-war  boom  was  fed  by  three 
ingredients:  land  reform,  export-led  state- 
backed  manufacturing  and  compulsory 
bank  subsidies  for  industry.  A  clever  and 
controversial  analysis  with  68  pages  of 
footnotes  from  the  author’s  trove  of  read¬ 
ing  and  reporting. 

The  Blunders  of  Our  Governments.  By 

Anthony  King  and  Ivor  Crewe.  Oneworld;  470 
pages;  £25 

If  Britain’s  politicians  are  among  the 
world’s  most  honest,  hardworking  and 
well-meaning,  why  do  they  mess  up  so 
badly  and  so  often?  A  trenchant  book  that 
will  make  you  see  red,  even  as  you  laugh.  ►► 


86  Books  and  arts 


►  China  Goes  Global:  The  Partial  Power.  By 

David  Shambaugh.  Oxford  University  Press; 
409  pages;  $29. 95  and  £20 
China’s  footprint  is  “broad,  but  not  deep”, 
argues  David  Shambaugh  of  George 
Washington  University,  which  means  it  is 
not  nearly  as  powerful  as  people  think.  As 
one  of  the  few  recent  books  that  says 
China  is  not  going  to  take  over  the  world, 
this  work  is  a  welcome  antidote  to  some 
of  the  widespread  hyperventilating  about 
China’s  rise.  Scholarly,  fascinating  and 
controversial. 


Biography  and  memoir 


Coolidge.  By  Amity  Shlaes.  Harper;  560 
pages;  $35 

America’s  30th  president,  Calvin  Coo¬ 
lidge,  was  said  to  have  been  weaned  on  a 
pickle.  Amity  Shlaes,  a  fine  historian  of 
the  Depression,  argues  that  Coolidge  has 
been  much  misunderstood.  Her  book 
deserves  to  be  widely  read. 

Margaret  Thatcher— The  Authorised  Bio¬ 
graphy,  Volume  I:  From  Grantham  to  the 
Falklands.  By  Charles  Moore.  Knopf;  896 
pages;  $35.  Allen  Lane;  £30 
A  masterful  account  of  how  she  came,  she 
saw  and  she  conquered.  This  first  part  of 
Margaret  Thatcher’s  authorised  biography, 
by  a  former  editor  of  the  Daily  Telegraph, 
sets  a  high  standard  for  the  volumes  that 
will  follow. 

Isaac  and  Isaiah:  The  Covert  Punishment  of 
a  Cold  War  Heretic.  By  David  Caute.  Yale 
University  Press;  336  pages;  $35  and  £25 
What  could  have  been  a  minor  academic 
squabble  is  transformed  here  into  a  wide- 
ranging  discussion  of  some  of  the  major 
ideological  disputes  of  the  20th  century- 
Marxism,  Zionism,  liberalism  and  the 
significance  of  the  Russian  revolution.  The 
author  is  a  well-known  British  novelist, 
playwright  and  historian. 

Comandante:  Hugo  Chavez's  Venezuela.  By 

Rory  Carroll.  Penguin  Press;  320 pages; 
$27.95.  Canongate  Books;  £20 
A  stimulating  biography  of  a  great  show¬ 
man  (and  bad  president),  who  came  to 
power  in  1999  and  died  earlier  this  year.  A 
fine,  stately  book  full  of  telling  detail  and 
published  with  impeccable  timing,  by  a 
British  journalist  based  in  Los  Angeles. 

Johnny  Cash:  The  Life.  By  Robert  Hilburn. 
Little,  Brown;  679  pages;  $32.  Weidenfeld& 
Nicolson;  £20 

Johnny  Cash  was  a  serviceable  guitarist 
with  a  limited  vocal  range.  But  he  found  a 
way  to  turn  his  detriments  into  advan¬ 
tages,  and  by  the  time  he  died,  a  decade 
ago,  he  was  adored  by  millions.  This  is  the 
definitive  biography  of  an  American 
original,  a  poor  Arkansas  boy  who  strug¬ 
gled  with  women  and  drugs,  and  became 
a  bestselling  singer  and  songwriter. 


Gabriele  d'Annunzio:  Poet,  Seducer  and 
Preacher  of  War.  By  Lucy  Hughes-Hallett. 
Knopf;  608  pages;  $35.  Fourth  Estate;  £25 
An  elegant  life  of  the  ultimate  aesthete 
and  Ubermensch,  Gabriele  d’Annunzio,  a 
controversial  writer,  fascist  and  evangelist 
of  war.  A  deserving  winner  of  the  2013 
Samuel  Johnson  prize  for  non-fiction. 

Music  at  Midnight:  The  Life  and  Poetry  of 
George  Herbert.  By  John  Drury.  Allen  Lane; 
396  pages;  £25.  To  be  published  in  America  in 
April  by  University  of  Chicago  Press;  $35 
Being  an  English  country  minister  has 
inspired  many  writers,  none  of  them 
more  lapidary,  precise,  witty  and  surpris¬ 
ing  than  George  Herbert,  the  frail  intellec¬ 
tual  who  preached  to  the  parish  of  Bemer- 
ton  from  1630  to  1633.  An  account  of  an 
Anglican  priest  and  his  poetry  that  will 
probably  never  be  bettered. 

Into  Exile:  A  Life  Story  of  War  and  Peace.  By 

ElinToona  Gottschalk.  Lakeshore  Press;  370 
pages;  $29 

The  poignant  autobiography  of  an  Esto¬ 
nian  schoolgirl  whose  childhood  was 
marred  by  war  and  family  breakdown. 
She  moves  from  her  occupied  homeland 
through  the  ruins  of  Germany  to  the  grim, 
snobbish  world  of  austerity  Britain. 


History 


The  Tragedy  of  Liberation:  A  History  of  the 
Chinese  Revolution,  1945-57.  By  Frank  Dik- 
otter.  Bloomsbury;  400  pages;  $30  and  £25 
An  elegant  history  that  lays  bare  the  viol¬ 
ent  heart  of  Mao’s  revolution.  Using  new 
research  from  party  archives,  Frank  Dilcot- 
ter  shows  in  detail  how  2m  Chinese  were 
murdered.  By  the  author  of  “Mao’s  Great 
Famine”. 

Year  Zero:  A  History  of  1945.  By  Ian  Buruma. 
Penguin  Press;  368  pages;  $29. 95.  Atlantic 
Books;  £25 

The  New  York-based  Dutch  historian 
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chronicles  the  messy  end  of  the  second 
world  war  and  shows  how,  contrary  to  the 
received  wisdom,  the  end  of  hostilities 
often  benefited  the  unpatriotic  and  the 
unprincipled. 

The  Blood  Telegram:  Nixon,  Kissinger  and  a 
Forgotten  Genocide.  By  Gary  Bass.  Knopf; 

499  pages;  $30 

A  detailed  assessment  of  the  part  America 
played  in  the  split  between  Pakistan  and 
Bangladesh.  Gary  Bass,  who  once  wrote 
for  The  Economist,  describes  in  detail  how 
Henry  Kissinger  and  Richard  Nixon  ig¬ 
nored  the  advice  of  their  diplomats  on  the 
ground,  and  casts  fresh  light  on  a  shameful 
moment  in  American  foreign  policy. 

The  War  that  Ended  Peace:  The  Road  to 
1914.  By  Margaret  MacMillan.  Random  House; 
739  pages;  $35.  Profile  Books;  £25 
How  Europe  (and  the  world)  could  have  * 
avoided  the  grief  and  ruin  of  war  if  its 
leaders  had  been  wiser  and  more  far¬ 
sighted.  The  centenary  of  the  start  of  the 
first  world  war  is  generating  an  unprece¬ 
dented  wave  of  books.  Margaret  Mac¬ 
Millan’s  is  one  that  should  not  be  missed. 

The  Bully  Pulpit: Theodore  Roosevelt,  Will¬ 
iam  Howard  Taft  and  the  Golden  Age  of 
Journalism.  By  Doris  Kearns  Goodwin.  Sim¬ 
on  &  Schuster;  928  pages;  $40.  Viking;  £20 
Theodore  Roosevelt  was  the  first  president 
to  install  a  press  room  in  the  White  House, 
making  journalists  instantly  more  pow¬ 
erful  and  exacerbating  tensions  within  his 
Republican  Party.  “The  Bully  Pulpit”  cap¬ 
tures  the  way  a  political  party  can  be 
destroyed  by  factionalism,  and  shows  the 
important  role  investigative  reporters  play 
in  political  life. 

The  Return  of  a  King:  The  Battle  for  Afghan¬ 
istan,  1839-42.  By  William  Dalrymple. 

Knopf;  608  pages;  $30.  Bloomsbury;  £24.99 
An  epic  story  of  an  unnecessary  war,  a 
bloody  occupation  and  an  ignominious 
retreat.  William  Dalrymple,  a  British 
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►  historian  of  the  great  game  and  a  master 
of  genre,  offers  a  salutary  lesson  about  the 
dangers  of  meddling  in  Afghanistan. 

Silence:  A  Christian  History.  By  Diarmaid 
MacCulloch.  Viking;  338 pages;  $27.95.  Allen 
Lane; £20 

An  intelligent  meander  through  Christian 
and  Jewish  history  loosely  held  together 
by  the  theme  of  silence,  by  an  Oxford 
historian  and  prolific  broadcaster. 

Red  Fortress:  History  and  Illusion  in  the 
Kremlin.  By  Catherine  Merridale.  Metropol¬ 
itan  Books;  506  pages;  $35.  Allen  Lane;  £30 
A  splendidly  rich  portrait  of  an  exotic  and 
puzzling  redoubt  that  was  built  to  keep 
foreigners  out  and  secrets  in.  By  a  British 
historian  with  a  detective’s  nose  and  a 
novelist’s  way  with  words. 

Europe:  The  Struggle  for  Supremacy,  from 
1453  to  the  Present.  By  Brendan  Simms. 
Basic  Books;  690  pages;  $35.  Allen  Lane;  £30 
An  original  take  on  Europe’s  history  that 
shows  that  German  power  was  a  concern 
long  before  the  country  formally  came 
into  being  in  the  late  19th  century,  and 
perhaps  as  far  back  as  the  mid-i400s.  A 
compelling  and  provocative  thesis  that 
has  lessons  for  politicians  today. 

Command  and  Control:  Nuclear  Weapons, 
the  Damascus  Incident  and  the  Illusion  of 
Safety.  By  Eric  Schlosser.  Penguin  Press;  656 
pages;  $36.  Allen  Lane;  £25 
The  author  of  “Fast  Food  Nation”  does  for 
the  American  nuclear  industry  what  he 
did  for  industrial  food  production.  Draw¬ 
ing  on  meticulous  research,  “Command 
and  Control”  is  a  timely  warning  that 
unless  things  change,  a  nuclear  accident 
may  be  unavoidable. 

Gettysburg:  The  Last  Invasion.  By  Allen 
Guelzo.  Knopf;  656 pages;  $35 
An  intimate,  readable  new  account  of  the 
three-day  battle  that  has  already  been 
much  written  about.  Hugely  detailed  and 
realistic,  “Gettysburg”  manages  to  be  both 
fascinating  and  fresh. 


Economics  and  business 


When  the  Money  Runs  Out:  The  End  of 
Western  Affluence.  ByStephen  King.  Yale 
University  Press;  304  pages;  $30  and  £20 
A  thoughtful  and  convincing  assessment 
of  what  happens  when  the  rich  world 
becomes  over-accustomed  to  rising  stan¬ 
dards  of  living  but  cannot  afford  the  bene¬ 
fits  its  governments  have  promised,  by  the 
chief  economist  at  hsbc.  Serious  scare- 
mongering;  worthy  of  Stephen  King’s 
horror-writing  namesake. 

Lean  In:  Women,  Work  and  the  Will  to  Lead. 

By  Sheryl  Sandberg  with  Nell  Scovell.  Knopf- 
228  pages;  $24.95.  W.H.  Allen;  £16.99 
In  a  year  that  saw  a  number  of  books 
being  published  on  women  in  the  work¬ 


place,  Sheryl  Sandberg’s  stands  out.  Face- 
book’s  chief  operating  officer,  the  most 
famous  woman  in  Silicon  Valley  and  now 
the  face  of  female  corporate  America, 
explains  what  needs  to  change  for  women 
to  make  it  to  the  top. 

Hatching  Twitter:  A  True  Story  of  Money, 
Power,  Friendship  and  Betrayal.  By  Nick 
Bilton.  Penguin  Portfolio;  304 pages;  $28. 95. 
Sceptre;  £14.99 

A  made-for-the-movies  account  of  the 
personal  rivalries  between  Evan  Williams 
and  Jack  Dorsey  that  fuelled  Twitter’s  epic 
boardroom  battles  before  it  was  floated 
with  a  market  cap  of  $25  billion.  Explains 
why  so  many  ambitious  students  are 
shunning  Wall  Street  and  joining  obscure 
tech  start-ups. 

The  Everything  Store:  Jeff  Bezos  and  the 
Age  of  Amazon.  By  Brad  Stone.  Little,  Brown; 
384  pages;  $28.  Bantam  Press;  £18.99 
This  story  of  the  transformation  of  a  small 
online  bookseller  into  an  e-commerce 
behemoth  has  annoyed  Amazon’s  foun¬ 
der  (and  his  wife,  even  more).  Winner  of 
the  2013  Financial  Times/ Goldman  Sachs 
business  book  of  the  year  award.  Can’t  be 
all  bad. 


Science  and  technology 


Five  Billion  Years  of  Solitude:  The  Search 
for  Life  Among  the  Stars.  By  Lee  Billings. 
Current;  294  pages;  $27. 95 
Astrobiology,  the  study  of  alien  life,  has 
been  a  dream-until  now.  Suddenly  the 
detection  of  life  on  other  planets  no  longer 
seems  quite  so  peculiar.  Lee  Billings  ex¬ 
plains  how  the  impossible  dream  became 
possible  after  all. 

SmarterThan  You  Think:  How  Technology  Is 
Changing  Our  Minds  forthe  Better.  By  Clive 
Thompson.  Penguin  Press;  352 pages; 

$27.99.  William  Collins;  £20 
An  eye-opening  and  optimistic  analysis, 
by  a  writer  for  Wired,  of  how  technology 
affects  the  way  people  learn,  think  and 
remember. 

The  Triumph  of  Human  Empire:  Verne, 
Morris  and  Stevenson  at  the  End  of  the 
World.  By  Rosalind  Williams.  University  of 
Chicago  Press;  400  pages;  $30  and  £21.50 
A  magnificent  attempt  to  recapture  the 
sense,  so  prevalent  at  the  end  of  the  19th 
century,  that  the  world  was  finished, 
explored  and  done.  The  responses  of  the 
three  creative  men  on  whom  Rosalind 
Williams  focuses  have  strong  resonances 
for  anyone  who  worries  about  today’s 
Anthropocene  era. 

Empire  Antarctica:  Ice,  Silence  &  Emperor 
Penguins.  By  Gavin  Francis.  Counterpoint; 
304  pages;  $28.  Chatto  &  Windus;  £16.99 
A  mesmerising  description  of  a  60,000- 
strong  emperor-penguin  colony-the 
“great  penguin  jamboree”-at  the  end  of 
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the  world,  Gavin  Francis’s  book  manages 
also  to  be  an  elegant  and  thoughtful  med¬ 
itation  on  silence.  By  the  doctor  at  the 
British  Antarctic  Survey  base  which  used 
to  be  known  as  Ice  Station  Zebra. 


Culture,  society  and  travel 


The  Book  of  My  Lives.  ByAleksandar  Hemon. 
Farrar,  Straus  &  Giroux;  214  pages;  $25. 

Picador;  £20 

Essays  about  displacement  and  the  conso¬ 
lations  of  language  by  a  refugee  from 
Sarajevo.  Some  of  them  preserve  a  youth 
that  will  never  return;  others  bitterly 
document  the  betrayal  of  those  who 
destroyed  his  homeland. 

Bach:  Musicin  the  Castle  of  Heaven.  By 

John  Eliot  Gardiner.  Knopf;  629  pages;  $35. 
Allen  Lane;  £30 

Sir  John  Eliot  Gardiner  grew  up  under  a 
portrait  of  Bach  and  became  so  entranced 
by  him  that  he  once  conducted  virtually 
all  of  Bach’s  200  cantatas  in  a  single  year. 
Here  he  explains  how  a  very  ordinary 
man  produced  such  extraordinary  music. 

The  Leonard  Bernstein  Letters.  Edited  by 
Nigel  Simeone.  Yale  University  Press;  624 
pages;  $38  and  £25 

With  their  intellectual  brilliance,  humour 
and  wonderful  eye  for  detail,  Leonard 
Bernstein’s  letters  blow  all  biographies 
out  of  the  water.  His  galaxy  of  correspon¬ 
dents  includes  Stephen  Sondheim,  Boris 
Pasternak  and  Jacqueline  Kennedy.  Full  of 
fresh  information  and  the  authentic  voice 
of  a  constant  seeker. 

The  Smartest  Kids  in  the  World:  And  How 
They  Got  That  Way.  By  Amanda  Ripley.  Simon 
&  Schuster;  320  pages;  $28  and  £18. 99 
An  American  journalist  travels  the  world 
in  search  of  schools  that  teach  children 
how  to  think  critically.  The  best  ones  have  ►► 


88  Books  and  arts 


The  Economist  December  7th  2013 


A  guide  to  what  we  wrote  when  we  weren’t  in  the  office 


►  very  little  high-tech  gadgetry  and  are 
staffed  by  teachers  who  are  held  in  high 
professional  regard.  A  salutary  lesson  for 
politicians  and  parents. 

TheTripto  Echo  Spring:  Why  Writers  Drink. 

By  Olivia  Laing.  Picador;  352  pages;  $26. 
Canongate;  £20 

Taking  the  lives  of  six  American  writers- 
including  Ernest  Hemingway,  F.  Scott 
Fitzgerald  and  Raymond  Carver-Olivia 
Laing  explores  the  role  drink  played  in  the 
work  of  these  talented  figures.  Sobering. 


Fiction 


The  Luminaries:  A  Novel.  By  Eleanor  Catton. 
Little ,  Brown;  848  pages;  $27.  Granta;  £18.99 
The  longest  winner  of  the  Man  Booker 
prize-by  its  youngest  author,  a  28-year- 
old  New  Zealander.  A  19th-century  mur¬ 
der  mystery  stretched  out  on  a  post¬ 
modern  canvas,  “The  Luminaries”  is  a 
dream  novel;  stellar  in  every  way. 

Life  After  Life.  By  Kate  Atkinson.  Reagan 
Arthur  Books;  544  pages;  $27.99.  Doubleday; 
£18.99 

A  simple  idea-what  if  people  could  go 
back  and  have  another  shot  at  crucial 
moments  in  their  lives-that  builds  into  an 
intimate  epic,  spanning  both  world  wars, 
by  a  British  novelist  whose  imagination 
grows  and  grows. 

Ghana  Must  Go.  ByTaiyeSelasi.  Penguin 
Press;  318  pages;  $25.95.  Viking;  £14.99 
Jane  Austen  was  wrong.  It  is  not  weddings 
that  make  the  best  fiction,  but  funerals.  A 
gifted  writer,  born  in  London  of  Nigerian 
and  Ghanaian  descent,  makes  her  debut. 

The  Goldfinch.  By  Donna  Tartt.  Little,  Brown; 
784  pages;  $30  and  £20 
A  Victorian  tale  (complete  with  an  or¬ 
phan’s  moral  education  and  the  secrets  of 
a  heavy  gold  ring)  fired  up  with  the  explo¬ 
sive  device  of  a  postmodern  thriller. 

About  love  and  loss,  as  well  as  art  and  its 
durability,  Donna  Tartt’s  first  novel  in  11 
■  years  is  worth  the  wait. 

Norwegian  by  Night.  By  Derek  Miller. 
Houghton  Mifflin  Harcourt;  304  pages;  $26. 
Faber  and  Faber;  £7.99 
Not  many  authors  succeed  in  being  funny 
about  dementia.  This  unusual  thriller, 
with  its  memorable  octogenarian  hero, 
introduces  a  bold  new  voice  in  fiction  that 
deserves  to  become  better  known. 

The  Love  Affairs  of  Nathaniel  P.  By  Adelle 
Waldman.  Henry  Holt;  256 pages;  $25.  Wil¬ 
liam  Heinemann;  £14.99 
An  incisive  and  very  funny  fiction  debut 
about  love,  ambition  and  misbehaviour  in 
Brooklyn,  New  York.  The  eponymous 
Nate-armed  with  a  book  deal  and  a  full 
head  of  hair-is  a  proper  21st-century 
scoundrel.  But  in  Adelle  Waldman’s  hands 
he  is  both  fascinating  and  sympathetic.  ■ 


Books  by  Economist  writers  in  2013 

Words  fit  to  print 


OUR  policy  is  not  to  review  books 
written  by  our  staff,  or  former  staff 
for  at  least  five  years  after  they  have  left 
the  paper,  or  even  regular  freelance  con¬ 
tributors  because  readers  might  doubt  the 
independence  of  such  reviews.  Some 
readers,  however,  have  asked  what  books 
our  journalists  have  produced.  So  here  is  a 
list  of  those  published  in  2013. 

The  Great  Tamasha:  Cricket,  Corruption  and 
the  Turbulent  Rise  of  Modern  India.  By 

James  Astill.  Bloomsbury;  304 pages;  $27 
and  £18.99 

In  dissecting  how  Indian  cricket  became  a 
political  and  financial  phenomenon,  our 
political  editor  and  former  Delhi  bureau 
chief  provides  a  metaphor  for  the  coun¬ 
try’s  grand  and  unruly  rise. 

Emmy  Andriesse:  Hidden  Lens.  By  Louise 
Baring.  Sc  hi  It;  208  pages;  $45  and  £27.50 
A  study  of  the  woman  who  captured 
Amsterdam’s  “Hunger  Winter:  1944-45” 
and  influenced  a  generation  of  photog¬ 
raphers,  by  our  chief  photography  writer. 

The  Last  Vote:  The  Threats  to  Western 
Democracy.  By  Philip  Coggan .Allen  Lane; 
320  pages;  £20 

Our  Buttonwood  columnist  explores  the 
many  threats  to  democracy,  from  cam¬ 
paign  financing  to  voter  apathy. 

Big  Data:  A  Revolution  That  Will  Transform 
How  We  Live,  Work  and  Think.  By  Viktor 
Mayer-Schonbergerand  Kenneth  Cukier. 
Houghton  Mifflin  Harcourt;  256 pages;  $27. 
John  Murray;  £9.99 

An  analysis  of  the  new  ways  people  have 
found  to  unlock  the  value  of  data,  by  an 
academic  from  the  Oxford  Internet  In¬ 
stitute  and  our  data  editor. 

The  Great  Texas  Wind  Rush:  How  George 
Bush,  Ann  Richards  and  a  Bunch  of  Tin- 
kerers  Helped  the  Oil  and  Gas  State  Win  the 
Race  to  Wind  Power.  By  Kate  Galbraith  and 
Asher  Price.  University  of  Texas  Press;  209 
pages;  $24.95 

How  America’s  oil-and-gas  state  rose  to 
become  also  the  leader  in  wind  power.  By 
a  former  Economist  writer  on  energy  and 
the  environment  and  an  environmental 
reporter  based  in  Austin,  Texas. 

Saving  the  Test.  By  Mike  Jakeman.  Ockley 
Books;  220  pages;  £9. 99 
How  a  digital  revolution  could  be  the 
future  of  cricket,  by  an  Asia  expert  at  the 
Economist  Intelligence  Unit. 


Bosnia's  Million  Bones:  Solving  the  World's 
Greatest  Forensic  Puzzle.  By  Christian 
Jennings.  Palgrave Macmillan;  256 pages; 

$28  and  £16.99 

How  forensic  scientists  helped  identify 
thousands  of  victims  of  the  Yugoslav 
wars,  by  a  former  Balkans  correspondent. 

Tower  of  Basel:  The  Shadowy  History  of  the 
Secret  Bank  that  Runs  the  World.  By  Adam 
Le Bo r.  PublicAffairs;  336 pages;  $28. 99 
An  investigative  history  of  the  Bank  for 
International  Settlements,  by  our  Buda¬ 
pest  correspondent. 

21st-Century  Science  Fiction.  Edited  by 
David  Hartwell  and  Patrick  Nielsen  Hayden. 
Tor  Books;  576  pages;  $34.99.  Robinson; 
£12.99 

A  weighty  anthology  that  includes  “The 
Albian  Message”,  a  short  story  by  our 
briefings  editor,  Oliver  Morton. 

Roy  Wilkins:  The  Quiet  Revolutionary  and 
the  NAACP.  By  Yvonne  Ryan.  University  Press 
of  Kentucky;  304  pages;  $40 
The  managing  editor  of  The  World  In... 
writes  the  first  biography  of  an  influential 
American  activist  who  was  one  of  the 
main  organisers  of  the  march  on  Washing¬ 
ton  in  1963  but  whose  career  was  over¬ 
shadowed  by  Martin  Luther  King. 

Writing  on  the  Wall:  Social  Media— The 
First  2,000  Years.  By  Tom  Standage.  Blooms¬ 
bury;  288  pages;  $26  and  £14. 99 
A  history  of  social  media  starting  with  the 
Romans,  by  our  digital  editor.  ■ 


Courses 


Georgetown  University 

Business  School 


Global  Executive  MBA 

Washington,  D.C.  I  Barcelona/Madrid  I  Sao  Paulo/Rio  de  Janeiro 
Bangalore  I  Beijing/Shanghai  |  New  York 


IT'S  THE  GLOBAL  MBA.  Combining  the  strengths 
of  three  world-class  graduate  schools  and  the 
disciplines  of  international  relations  and  public 
policy  in  modules  spanning  14  months.  Graduates 
receive  MBA  diplomas  from  both  Georgetown 
University  and  ESADE  Business  School. 


DISCOVER  MORE.  Visit  globalexecmba.com. 


Tenders 


AGJENCIA  KOSOVARE  E  PRIVATIZIMIT 
KOSOVSKA  AGENCIJA  ZA  PRIVATIZACIJU 
PRIVATISATION  AGENCY  OF  KOSOVO 


ANNOUNCEMENT  REGARDING 
Public  Procurement  Number:  239-13-038-21 1 
Provision  of  Professional  Services  for 
the  Trepca  Reorganization  Process 

Privatization  Agency  of  Kosovo  on  9th  of  November  2013,  has 
announced  an  international  public  procurement  process  to  retain  an 
experienced  firm,  or  consortium  of  firms  (the  “Contractor’ )  to  provide 
Professional  Services  for  the  Reorganization  of  the  Socially  Owned 
Enterprise  “Trep^a  -  Enterprise  under  PAK  Administration  . 

Privatization  Agency  of  Kosovo  hereby  informs  all  interested  parties 
that  the  deadline  for  bid  submission  is  extended  until  10th  of  January 
2014,  at  14:00  h. 

For  more  information,  all  interested  parties  are  invited  to  address  their 
questions  at  the  following  address: 


procurement  @  pak-ks.org 

Procurement  Department  -  Privatization  Agency  of  Kosovo 
Hir  Konushevci  Str,  8,  10000  Prishtine,  Republic  of  Kosovo 
+381-38-500-400-2023  or  +381-38-500-400-2002 

www.pak-ks.org  _ 


“CD; 


CALLING 

FUTURE 


WORLD 

CLASS— 


Introducing  a  jet-set  course  for  high-flying  minds:  the  UCLA-NUS 
Executive  MBA.  Structured  to  fit  the  busy  lifestyle  of  the  international 
traveler,  learning  is  broken  into  manageable  two-week  blocks 
based  in  key  cities  throughout  Asia  and  the  US.  Rated  5th  in  the 
world  in  The  Financial  Times  Executive  MBA  Ranking  2012,  you 
will  earn  not  one,  but  two  world-class  MBAs.  Look  no  further, 
visit  ucla.nus.edu  today. 


UCLA 


NUS 

National  University 
of  Singapore 
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Courses 


Finance  and  Strategy 
programmes  with  the 
Oxford  Advantage 

Oxford  Scenarios  Programme 

28  Apr -2  May  2014 

www.sbs.oxford.edu/scenarios 

\ 

Oxford  Chicago  Valuation  Programme 

17-21  Mar  2014 

www.  sbs .  oxford .  ed  u/va  I  uat  ion 

Oxford  Impact  Investing  Programme 

30  Mar-3  Apr  2014 

www.sbs.oxford.edu/iip 

To  learn  more  about  how  to  transform  your  thinking  contact 
joanne.evans@sbs.ox.ac.uk  or  on  +44  (0)1865  422720 


Tenders 


Investment  opportunity  in  profitable  &  promising  Power  Sector  of  Pakistan 

Invitation  of  Proposals  for 
100  MW  Kotli  Hydropower  Project 


The  Government  of  Pakistan  (GOP)  hereby  invites  proposals  from  interested 
private  sector  entrepreneurs  for  development,  financing  and  construction  of  the 
Run-of-River  100  MW  Kotli  Hydro  Power  Project  located  in  AJ&K  (the 'Project')  on 
Build  Own  Operate  &  Transfer  (BOOT)  basis  under  the  GOP  Policy  for  Power 
Generation  Projects  2002.  The  feasibility  study  of  the  Project  has  already  been 
completed.  For  further  details,  please  see  PPIB's  website  www.ppib.gov.pk 


ROAD  MAP 


•  Atfirst  Stage  parties  will  be  pre-qualified 
in  terms  of  evaluation  criteria  set  forth  in 
the  Pre-Qualification  Document  (PQD).  At 
2nd  stage  the  pre-qualified  parties  will  be 
issued  RFP  along  with  copy  of  the 
feasibility  study.  Evaluation  of  bids  will  be 
mainly  based  on  the  lowest  evaluated 
levelized  tariff  in  accordance  with  the 
provisions  of  Power  Policy  2002  and 
NEPRA's  Mechanism  for  Determination 
of  Tariff  for  Hydropower  Projects.  The 
successful  bidder  would  be  eligible  to 
develop,  finance,  construct  and  operate 
the  Project. 


•  The  evaluated  levelized  tariff  (EPC  Stage 
Tariff)  will  be  declared  successful  subject 
to  the  reasonability/acceptability  of  Tariff. 
PQD  can  be  obtained  either  from  PPIB's 
office  or  through  online  upon  payment  of 
US  $200  Registration  and  US  $1500  PQD 
fee  respectively. 

•  Payments  will  also  be  accepted  in 

equivalent  Pakistan  rupees;  either  i) 
directly  in  PPIB  Bank  account.  See  detail  at 
www.ppib.gov.pk  OR;  ii)  through 

Demand  Drafts/Pay  Orders  drawn  in 
favour  of  Private  Power  &  Infrastructure 
Board,  Islamabad-Pakistan. 

•  PPIB  reserves  the  right  to  reject  all 
proposals  at  any  time. 


,0*  w 


Managing  Director 

Private  Power  &  Infrastructure  Board 

Ministry  of  Water  and  Power 
50-Nazimuddin  Road,  F-7/4,  Islamabad, 
Pakistan 

Tel  +92-5 1  -9 1 001 1 8,  Fax:  +92-5 1  -9 1 00 1 3 1  -2 


CIVIL  AVIATION  DIRECTORATE 

Government  of  Uttar  Pradesh 
Lucknow  Airport,  Lucknow  (INDIA) 


Phone  .+91-522-2437565,  Fax  :+91-522-2435780 ,  Email :  dsca@bsnt.in 


GLOBAL  TENDER  NUMBER  -  27/CAD/2013-14 


Civil  Aviation  Directorate,  Lucknow  (INDIA)  invites  bids  upto 
1 0-Jan-20 14(1 300  Hrs)  to  sell  the  following  Aircraft : 

SALE  OF  AIRCRAFT  ALONG  WITH  THEIR  SPARES. 

ROTABLES 

ONE  PREMIER  1 A  -  Grounded  (due  to  incident) 

ONE  SUPER  KING  AIR  300  LW  -Serviceable 

ONE  KING  AIR  C-90A  -  Grounded  (due  to  incident) 

ONE  BEECH  BONANZA  A-36  -  Serviceable 

ONE  CHETAK  HELICOPTER  -  Grounded  (major  Inspection) 

For  further  details  interested  bidders  may  visit  our  website 

http://civilaviation.up.nic.in  or  www.cadup.in 

UPID/Dec-2013  DEVENDRASWARUP 

www.upgov.nic.in  Director 


Business  &  Personal 


OFFSHORE  COMPANIES 
OFFSHORE  TRUSTS 
ONLINE  GAMING  LICENSES 
OFFSHORE  BANKING 
PREPAID  DEBIT  CARDS 

www.GLOBAL-MONEY.com 


Readers  are  recommended 

j  to  make  appropriate  enquiries  and  take  appropriate 
advice  before  sending  money,  incurring  any 
expense  or  entering  into  a  binding  commitmentin 
relation  to  an  advertisement. 

The  Economist  Newspaper  Limited  shall  not  be 
liable  to  any  person  for  loss  or  damage  incurred  or 
suffered  as  a  result  of  his/her  accepting  or 
offering  to  accept  an  invitation  contained  in  any 
advertisement  published  in  The  Economist 

e  Economist  December  7th  2013 


Appointments 


The  Energy  Charter  Secretariat 

an  international  organisation  located  in  Brussels, 
invites  applications  for  the  position  of: 


TRADE  EXPERT  (A2/3) 


The  Energy  Charter  Secretariat,  located  in  Brussels,  is  an  international  organisation  which 
serves  the  Conference  of  the  Energy  Charter  and  which  assists  Member  States  in  the 
implementation  of  the  Energy  Charter  Treaty. 

The  Energy  Charter  Treaty,  which  entered  into  force  in  April  1998,  includes  more  than 
50  Member  States  and  29  Observer  States  most  of  them  in  the  Eurasian  continent.  The  Treaty 
establishes  a  legal  framework  for  international  energy  cooperation  in  the  areas  of  investment, 
trade,  transit,  and  energy  efficiency. 

A  Road  Map  for  the  Modernisation  of  the  Energy  Charter  Process  is  being  implemented  with 
a  view  to  enhancing  its  appeal  to  Member  States,  Observer  States  and  potential  new  members. 
The  objective  is  to  develop  the  Energy  Charter  into  an  instrument  of  global  energy  governance. 
The  Energy  Charter  Secretariat  is  currently  engaged  in  this  important  and  challenging  exercise 
and  seeks  to  recruit  the  appropriate  expertise. 

Trade  Expert  (A2/3) 

The  Expert  will  deal  with  energy  trade  falling  under  the  scope  of  the  Energy  Charter  Treaty 
and  its  Trade  Amendment  as  well  as  the  trade-related  policy  recommendations  of  the  Energy 
Charter  Conference,  in  particular  the  trade-related  aspects  of  the  low  carbon  assessment, 
of  technology  transfer  involving  energy  efficiency,  and  of  the  development  of  renewable 
energy  resources. 

The  successful  candidate  is  expected  to  be  familiar  with: 

•  Multilateral  trade  law,  especially  WTO  and  its  relationship  with  other  relevant  agreements 
such  as  UN  Law  of  the  Sea  and  Multilateral  Environmental  Agreements  (UNFCCC) 


•  Global  energy  policy  matters  arid  related  international,  regional  and  national  aspects 

•  Economic  and  regulatory  aspects  of  national  and  global  energy  markets 

•  Matters  characterising  transition  economies  and  emerging  countries 

•  Work  of  international  conferences  and  organisations. 

Oral  and  written  communications  skills  will  include  an  excellent  knowledge  of  English  with 
proven  drafting  ability.  The  capacity  to  work  in  a  multinational  environment,  together  with  the 
ability  to  be  a  good  team  player,  is  important.  Knowledge  of  other  languages,  particularly  Russian, 
would  be  an  asset. 

This  post  (at  level  A2/3  on  the  Coordinated  Organisations  scale),  with  an  attractive, 
international  remuneration  package,  will  be  offered  on  the  basis  of  a  three-year,  fixed-term 
contract  with  the  possibility  of  renewal. The  Energy  Charter  Secretariat  is  an  equal  opportunities 
employer.  Candidates  must  be  nationals  of  a  signatory  country. 

Applications  should  be  submitted  to  the  Head  of  Administration  and  Finance  of  the 
Energy  Charter  Secretariat  as  soon  as  possible,  to  arrive  no  later  than  18  January  2014. 
Further  details  on  the  Energy  Charter  process  can  be  obtained  from  the  Energy  Charter  website 
at  www.encharter.org 

Please  kindly  note  that  only  those  candidates  selected  for  interview  wilt  be  contacted. 

ENERGY  CHARTER  SECRETARIAT 

Boulevard  de  la  Woluwe  56,  B-1200  Brussels,  Belgium 

Tel:  (+32-2)  775.98.00  •  Fax:  (+32-2)  775.98.01  •  E-Mail:  recruitment@encharter.org 
http://www.encharter.org 


Tenders 


X  TRADE  , 

“A**  | 

So wing  Prosperity  Through  Trade  i 

REQUEST  FOR  PROPOSAL  (RFP)  i 

«« 

TENDER  TITLE:  CONSULTANCY  FOR  DESIGN  AND  LAUNCH  OF  TMEA  RESULTS  METER 
TENDER  NUMBER:  PO/20130599 

TraoeMark  East  Africa  (TMEA)  seeks  to  engage  the  services  of  suitably  qualified  consultants  to 
develop  a  mechanism  to  serve  as  an  aggregate  score  card  to  show  progress  towards  meeting 
TMEA's  targets  as  defined  in  its  results  framework. 

Terms  of  Reference,  application  form  and  RFP  document  can  be  obtained  at  TMEA's  website 
www.trademarkea.com/work-with-us.  Interested  and  qualified  consultants  must  register  and  apply 
online  ONLY  at  the  TMEA  supplier  portal:  http://procurement.trademarkea.com.  A  mandatory  virtual 
pre-bid  conference  will  be  held  on  18  December  2013  via  webinar  starting  1 1 .00  a.m.  Kenya  time. 

All  queries  must  be  directed  to  procurement@trademarkea.com.  Any  email  attachments  must  be  5  MB 
or  less. 

The  closing  date  for  submissions  is  13  January  2014 

TMEA  cannot  answer  any  query  relating  to  this  tender  three  days  or  less  prior  to  the  submission  deadline. 


Business  &  Personal 


OFFSHORE  COMPANIES  &  TRUSTS 


OVER  20  YEARS  EXPERIENCE  •  LICENCED  TRUST  MANAGERS  •  OWNED  BY  UK  LAWYERS 


PERSONAL  &  CORPORATE  TAX  PLANNING 
WEALTH  &  ASSET  PROTECTION 
PRIVATE  &  SECURE  CREDIT  CARDS 


® +44  (0)  207  731  2020 
89  enquiries@scfgroup.com 


DIRECTORATE 

Government  of  Uttar  Pradesh 

Lucknow  Airport,  Lucknow  (INDIA) 

Phone  -.+91-522-2437565,  Fax  :+91-522-2435780,  Email :  dsca@bsnl.in 

Notice  for  Inviting  Expression  of  Interest 

EOI  Number :  25/CAD/2013-14 

The  Government  of  Uttar  Pradesh  invites  Expression  of 
Interest  (EOI),  from  the  manufacturers,  for  the  purchase  of  one 
aircraft  for  its  VIP  operations : 

•  Offers  from  agents  or  intermediaries  are  not  welcome. 

•  Interested  aircraft  manufacturers  may  visit  Directorate's 
website  http://civilaviation.up.nic.in  or  www.caduo.in 
(under  Tender  webpage)  for  further  details. 

•  Last  date  for  receipt  of  EOI  in  all  respect  is  31-12-2013. 


UPID/Dec.-2013 

www.upgov.nic.in 


DEVENDRA  SWARUP 

Director 


Publications 


OUT  NOW 

THE  BOOK  MANAGERS  DON'T  SHARE! 
WRITTEN  BY 

LONDON  SCHOOL  OF  ECONOMICS 

PROFESSORAL  BHIMANI 

"YOUR  ULTIMATE  UNFAIR 
ADVANTAGE..." 

WWW.STRATEGYPRESS.COM 
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To  advertise  within  the  classified  section,  contact: 

United  Kingdom 

Martin  Cheng  -  Teh  (44-20)  7576  8408 

martincheng@economist.com 


United  States 

Sabrina  Feldman  -  Tel:  (212)  698-9754 

sabrinafeldman@economist.com 


Asia 

David  E.  Smith  -  Teh  (852)  2585  3232 

davidesmith@economist.com 


Middle  East  &  Africa 

Mirasol  Galindo  -  TeL-  (971)  4433  4202 

mirasolgalindo@economist.com 


Europe 

Sandra  Huot-Tel:  (33)  153  9366  14 

sandrahuot@economist.com 


COCHIN  PORT  TRUST 


CHIEF  ENGINEER'S  OFFICE, 
COCHIN  -682  009 

No.TIO/  EOl-Refinery-OH  /2013-C  Dated:  20.11.2013 

NOTICE  INVITING  EXPRE- 
SSION  OF  INTERESTfEOn 


Cochin  Port  Trust  intends  to 
invite  Expression  of  Interest  for 
Setting  up  of  Export  Oriented  Oil 
Refinery/  Oil  Trading  Hub  in  the 
proposed  Outer  Harbour  of  Cochin 
Port.  Last  date  for  receiving  Eol  is  31s' 
December,  2013. 

For  further  details,  please  visit 
www.cochinport.gov.in  / 

www.tenders.aov.in  . 

(G.P.Rai) 

CHIEF  ENGINEER 
COCHIN  PORT  TRUST 
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Economic  data 

%  change  on  year  ago  Budget  Interest 

inH,.ctHai  Current-account  balance  balance  rates,  % 


Gross  domestic  product  production  Consumer  prices  Unemployment  latest  12  %  of  GDP  %  of  GDP  10-year  gov't  Currency  units,  per  $ 

latest  qtr*  2013* _ latest _ latest  2013t  rate,  %  months,  $bn  2013t _ 2013*  bonds,  latest  Dec  4th _ yeara9° 


United  States 
China 

Japan 

Britain 

Canada 

+1.6  Q3 
+7.8  Q3 
+2.7  Q3 
+1.5  Q3 
+  1.9  Q3 

Hu 

+2.8 

+9.1 

+1.9 

+3.2 

+2.7 

+1.7 

+7.7 

+1.8 

+1.4 

+1.7 

+3.2  Oct 

+10.3  Oct 

+4.7  Oct 
+2.2  Sep 
+3.2  Sep 

+1.0  Oct 

+3.2  Oct 

+1.1  Oct 

+2.2  Oct 

+0.7  Oct 

+1.5 

+2.7 

+0.3 

+2.6 

+1.0 

7.3  Oct 

4.0  03* 

4.0  Oct 

7.6  Aug1* 
6.9  Oct 

-412.9  Q2 
+14.0  Q3 
+47.9  Sep 
-102.1  02 

-59.9  03 

-2.4 

+1.9 

+1.0 

-3.5 

-3.1 

-4.1 

-2.0 

-8.3 

-7.2 

-2.7 

2.84 

4.435! 

0.64 

2.86 

2.65 

6.09 

103 

0.61 

1.07 

6.23 

81.8 

0.62 

0.99 

Euro  area 

-0.4  Q3 

+0.3 

-0.4 

+1.0  Sep 

+0.9  Nov 

+1.4 

12.1  Oct 

+251.1  Sep 

+2.0 

-3.0 

1.82 

0.74 

0.76 

Austria 

+0.7  Q3 

+2.5 

+0.4 

-0.1  Sep 

+1.4  Oct 

+2.1 

4.8  Oct 

+10.4  02 

+2.6 

-3.0 

2.12 

0.74 

0.76 

Belgium 

+0.1  Q2 

+1.0 

+0.1 

+0.4  Sep 

+0.8  Nov 

+1.2 

9.0  Oct 

-16.2  Jun 

-1.0 

-3.0 

2.48 

0.74 

0.76 

France 

+0.2  Q3 

-0.6 

+0.2 

-0.9  Sep 

+0.6  Oct 

+1.0 

10.9  Oct 

-47.0  Sep 

-1.9 

-4.1 

2.28 

0.74 

0.76 

Germany 

+0.6  Q3 

+1.3 

+0.5 

+0.9  Sep 

+1.3  Nov 

+1.6 

6.9  Nov 

+247.7  Sep 

+6.9 

+0.t 

1.82 

0.74 

0.76 

Greece 

-3.0  Q3 

na 

-3.6 

-1.8  Sep 

-2.0  Oct 

-0.8 

27.3  Aug 

+1.1  Sep 

+0.8 

-2.2 

8.93 

0.74 

0.76 

Italy 

-1.9  Q3 

-0.5 

-1.8 

-3.0  Sep 

+0.6  Nov 

+1.3 

12.5  Oct 

+13.4  Sep 

+0.5 

-3.2 

4.16 

0.74 

0.76 

Netherlands 

-0.6  Q3 

+0.3 

-1.1 

+0.5  Sep 

+1.6  Oct 

+2.6 

8.5  Oct 

+79.9  Q2 

+10.6 

-3.5 

2.04 

0.74 

0.76 

Spain 

-1.2  Q3 

+0.5 

-1.3 

+3.5  Sep 

-0.1  Oct 

+1.5 

26.7  Oct 

+9.3  Sep 

+0.8 

-7.1 

4.13 

0.74 

0.76 

Czech  Republic 

-0.4  Q3 

-0.3 

-0.7 

+7.1  Sep 

+0.9  Oct 

+1.3 

7.6  Octs 

-3.8  Q2 

-1.6 

-2.9 

2.25 

20.3 

19.3 

Denmark 

+0.5  Q3 

+1.4 

+0.3 

+3.5  Sep 

+0.7  Oct 

+0.7 

5.7  Oct 

+21.2  Sep 

+5.5 

-2.5 

1.85 

5.50 

5.70 

Hungary 

+1.8  Q3 

+3.6 

+0.7 

+2.9  Sep 

+0.9  Oct 

+1.7 

9.8  Octstt 

+2.6  Q2 

+1.9 

-3.0 

6.00 

223 

216 

Norway 

+2.1  Q3 

+2.9 

+1.7 

+2.8  Sep 

+2.4  Oct 

+2.3 

3.4  Sep** 

+61.0  Q3 

+13.2 

+13.1 

2.83 

6.14 

5.62 

Poland 

+1.9  Q3 

na 

+1.5 

+4.4  Oct 

+0.8  Oct 

+1.0 

13.0  Oct* 

-10.0  Sep 

-2.1 

-4.0 

4.59 

3.10 

3.16 

Russia 

+1.2  Q3 

na 

+1.5 

-0.2  Oct 

+6.2  Oct 

+6.4 

5.5  Oct5 

+40.1  03 

+2.6 

-0.5 

8.08 

33.2 

30.9 

Sweden 

+0.3  Q3 

+0.3 

+0.8 

-0.9  Sep 

-0.1  Oct 

+0.1 

7.3  Oct! 

+34.3  03 

+6.0 

-2.0 

2.33 

6.51 

6.60 

Switzerland 

+1.9  Q3 

+2.1 

+1.8 

+0.7  Q3 

-0.3  Oct 

-0.1 

3.2  Oct 

+76.6  Q2 

+12.6 

+0.2 

1.08 

0.91 

0.93 

Turkey 

+4.4  Q2 

na 

+3.5 

+6.4  Sep 

+7.3  Nov 

+7.6 

9.8  Aug5 

-59.1  Sep 

-7.4 

-1.6 

9.47 

2.05 

1.79 

Australia 

+2.3  Q3 

+2.3 

+2.5 

+2.7  03 

+2.2  03 

+2.3 

5.7  Oct 

-51.3  03 

-2.6 

-2.1 

4.21 

1.11 

0.96 

Honq  Kong 

+2.9  Q3 

+2.1 

+3.0 

+0.3  Q2 

+4.3  Oct 

+4.3 

3.3  Oct** 

+5.7  Q2 

+2.4 

+1.8 

2.21 

7.75 

7.75 

India 

+4.8  Q3 

+16.5 

+4.9 

+2.0  Sep 

+10.1  Oct 

+9.8 

9.9  2012 

-76.9  03 

-4.0 

-5.2 

9.09 

62.2 

54.6 

Indonesia 

+5.6  Q3 

na 

+5.6 

+5.6  Sep 

+8.4  Nov 

+7.1 

6.3  035 

-32.1  03 

-3.5 

-3.3 

na 

11,985 

9,600 

Malaysia 

+5.0  Q3 

na 

+4.5 

+1.0  Sep 

+2.8  Oct 

+2.0 

3.1  Sep! 

+14.2  Q3 

+5.4 

-4.3 

4.09 

3.22 

3.04 

Pakistan 

+6.1  2013* 

*  na 

+6.1 

+12.7  Sep 

+10.9  Nov 

+7.5 

6.2  2013 

-4.1  Q3 

-0.9 

-8.0 

13.  lOttt 

109 

96.5 

Singapore 

+5.8  Q3 

+1.3 

+3.5 

+8.0  Oct 

+2.0  Oct 

+2.4 

1.8  Q3 

+49.8  Q3 

+19.2 

+0.7 

2.41 

1.26 

1.22 

South  Korea 

+3.3  Q3 

+4.3 

+2.7 

+3.0  Oct 

+0.9  Nov 

+1.2 

2.8  Octs 

+68.1  Oct 

+4.7 

+0.7 

3.72 

1,060 

1,083 

Taiwan 

+1.7  Q3 

+1.1 

+2.0 

+0.8  Oct 

+0.7  Nov 

+0.9 

4.2  Oct 

+56.3  Q3 

+11.8 

-2.3 

1.73 

29.6 

29.1 

Thailand 

+2.6  Q3 

+5.2 

+3.8 

-4.0  Oct 

+1.9  Nov 

+2.2 

0.7  Sep5 

-4.1  Q3 

-0.3 

-3.0 

3.81 

32.3 

30.7 

Argentina 

+8.3  Q2 

+10.6 

+5.1 

-0.5  Oct 

-  *** 

- 

6.8  Q35 

-1.7  02 

-0.6 

-3.2 

na 

6.20 

4.84 

Brazil 

+2.2  Q3 

-1.9 

+2.5 

+0.9  Oct 

+5.8  Oct 

+6.2 

5.2  Octs 

-82.2  Oct 

-3.6 

-2.9 

13.33 

2.38 

2.11 

Chile 

+4.7  Q3 

+5.4 

+4.4 

+2.1  Oct 

+1.5  Oct 

+1.8 

5.8  0ct5» 

-9.5  Q3 

-3.9 

-1.0 

5.06 

533 

481 

Colombia 

+4.2  Q2 

+8.9 

+4.0 

-1.6  Sep 

+1.8  Oct 

+2.1 

7.8  Octs 

-12.9  02 

-3.0 

-0.6 

6.84 

1,948 

1,814 

Mexico 

+1.3  Q3 

+3.4 

+1.2 

-1.6  Sep 

+3.4  Oct 

+3.7 

4.9  Oct 

-24.9  03 

-1.6 

-2.6 

7.75 

13.1 

13.0 

Venezuela 

+1.1  Q3 

-0.8 

+0.7 

+0.5  Jun 

+54.3  Oct 

+40.9 

7.6  Octs 

+6.9  Q3 

+0.7 

-9.4 

na 

6.29 

4.29 

Egypt 

+1.5  Q2 

na 

+2.1 

-25.0  Sep 

+10.5  Oct 

+9.3 

13.4  Q3S 

-5.6  Q2 

-2.3 

-13.8 

na 

6.89 

6.11 

Israel 

+2.4  Q3 

+2.2 

+3.2 

-9.2  Sep 

+1.8  Oct 

+1.6 

6.3  03 

+4.9  Q2 

+1.6 

-3.5 

3.53 

3.53 

3.81 

Saudi  Arabia 

+5.1  2012 

na 

+3.7 

na 

+3.0  Oct 

+3.7 

5.5  2012 

+137.0  02 

+18.0 

+6.0 

na 

3.75 

3.75 

South  Africa 

+1.8  Q3 

+0.7 

+1.9 

-3.4  Sep 

+5.5  Oct 

+5.8 

24.7  035 

-22.1  03 

-7.0 

-4.8 

8.18 

10.4 

8.81  , 

Source:  Haver  Analytics.  *%  change  on  previous  quarter,  annual  rate,  'The  Economist  poll  or  Economist  Intelligence  Unit  estimate/forecast.  5Not  seasonally  adjusted.  *New  Series.  **Year  ending  June.  ^Latest  3 
months.  **3-month  moving  average.  5s5-year  yield  ***0fficial  number  not  reliable;  The  State  Street  PriceStats  Inflation  Index,  October  18.99%;  year  ago  27.02%  mDollar-denominated  bonds. 
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Events 

The  BIG  Five 

EXPERIENCE  THE  REAL  AFRICAN  OPPORTUNITY 


The  Kenya  Summit,  February  26th-27th  2014.  Nairobi 

The  Nigeria  Summit,  March  24th -25th  2014.  Lagos 
Healthcare  in  Africa,  June  2014.  Zanzibar 

The  Investment  Summit  with  the  Government  of  Algeria,  September  2014.  Algiers 
Future  of  Banking  in  Africa  Summit,  October  2014.  Johannesburg 


www.economistinsights.com/big-5  HJ  www.facebook.com/EconomistTheBigFiv 
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Markets 


%  change  on 


Dec  31st  2012 


Index 
Dec  4th 

one 

week 

in  local  in  $ 
currency  terms 

United  States  (DJIA) 

15,889.8 

-1.3 

+21.3 

+21.3 

China  (SSEA) 

2,357.1 

+2.3 

-0.8 

+1.4 

Japan  (Nikkei  225) 

15,407.9 

-0.3 

+48.2 

+25.1 

Britain  (FTSE  100) 

6,510.0 

-2.1 

+10.4 

+11.5 

Canada  (S&PT5X) 

13,304.9 

-0.4 

+7.0 

nil 

Euro  area  (FTSE  Euro  100) 

982.4 

-2.8 

+14.7 

+18.2 

Euro  area  (EURO  STOXX  50)  2,991.8 

-2.9 

+13.5 

+17.0 

Austria  (ATX) 

2,540.6 

-4.4 

+5.8 

+9.0 

Belgium  (Bel  20) 

2,788.8 

-2.8 

+12.6 

+16.1 

France  (CAC  40) 

4,148.5 

-3.4 

+13.9 

+17.4 

Germany  (DAX)* 

9,140.6 

-2.3 

+20.1 

+23.8 

Greece  (AthexComp) 

1,211.8 

+3.1 

+33.5 

+37.6 

Italy  (FTSE/MIB) 

18,313.0 

-3.2 

+12.5 

+16.0 

Netherlands  (AEX) 

388.1 

-2.0 

+13.3 

+16.7 

Spain  (Madrid  SE) 

971.3 

-2.7 

+17.8 

+21.4 

Czech  Republic  (PX) 

998.1 

-2.7 

-3.9 

-9.6 

Denmark  (OMXCB) 

544.3 

+0.3 

+20.3 

+24.0 

Hungary  (BUX) 

18,699.1 

+1.0 

+2.9 

+2.1 

Norway  (OSEAX) 

585.6 

-0.9 

+19.4 

+9.0 

PolandJWIG| 

52,867.0 

-3.3 

+11.4 

+11.5 

Russia  (RTS,  $  terms) 

1,364.4 

-2.8 

-2.8 

-10.6 

Sweden  (0MXS30) 

1,279.0 

-2.4 

+15.8 

+15.5 

Switzerland  (SMI) 

8,045.5 

-2.4 

+17.9 

+19.3 

Turkey (BIST) 

73,088.6 

-2.4 

-6.5 

-18.3 

Australia  (All  Ord.) 

5,267.4 

-1.1 

+12.9 

-0.8 

Hong  Kong  (Hang  Seng) 

23,728.7 

-0.3 

+4.7 

+4.7 

India  (BSE) 

20,708.7 

+1.4 

+6.6 

-6.3 

Indonesia  (JSX) 

4,241.3 

-0.2 

-1.7 

-20.3 

Malaysia  (KLSE) 

1,821.9 

+1.3 

+7.9 

+2.6 

Pakistan  (KSE) 

24,445.4 

+2.8 

+44.6 

+29.4 

Singapore  (STI) 

3,160.7 

-0.4 

-0.2 

-2.7 

South  Korea  (KOSPI) 

1,986.8 

-2.1 

-0.5 

+0.4 

Taiwan  (TWI) 

8,418.0 

+1.5 

+9.3 

+7.3 

Thailand  (SET) 

1,376.6 

+0.3 

-1.1 

-5.9 

Argentina  (MERV) 

5,310.6 

-5.2 

+86.1 

+48.2 

Brazil  (BVSP) 

50,215.8 

-3.2 

-17.6 

-28.4 

Chile  (IGPA) 

18,296.9 

-0.1 

-13.2 

-22.1 

Colombia  (IGBC) 

12,891.5 

-1.7 

-12.4 

-20.2 

Mexico  (IPC) 

42,003.7 

+0.3 

-3.9 

-5.7 

Venezuela  (IBC)  2,! 

570,270.0 

+1.9 

+445 

na 

Egypt  (Case  30) 

6,281.5 

+1.2 

+15.0 

+6.3 

Israel  (TA-100) 

1,218.5 

+0.2 

+16.2 

+23.1 

Saudi  Arabia  (Tadawul) 

8,231.1 

-0.8 

+21.0 

+21.0 

South  Africa  (JSE  AS) 

43,986.4 

-1.3 

+12.1 

-8.1 

I  The  Economist  poU.  of  forecasters,  December  averages  (previous  month's,  if  changed) 

Real  GDP,  %  change  Consumer  prices  Current  account 

Low/high  range  average  %  change  %  of  GDP 


2013  2014  2013  2014  2013  2014  2013  2014 


Australia 

2. 3/2.7 

2. 0/3. 3 

2.5 

2.7  (2.8) 

2.3 

2.6 

-2.6  (-2.9) 

-2.8  (-3.1) 

Belgium 

nil/0.2 

1.0/1. 2 

0.1 

(nil) 

1.1  (1.0) 

1.2  (1.3) 

1.3  (1.6) 

-1.0  (-0.9) 

-0.6  (-0.4) 

Britain 

1.4/1. 5 

2. 2/3.0 

1.4 

2.6  (2.3) 

2.6  (2.7) 

2.5 

-3.5  (-3.4) 

-2.9  (-2.7) 

Canada 

1.6/1. 8 

2.0/2. 6 

1.7 

2.3 

1.0  (1.1) 

1.6  (1.7) 

-3.1 

-2.8  (-2.9) 

France 

nil/0.2 

0.4/1. 3 

0.2 

(0.1) 

0.8  (0.9) 

1.0  (1.1) 

1.3  (1.5) 

-1.9  (-2.0) 

-1.8  (-1.7) 

Germany 

0.4/0. 7 

1. 3/2.1 

0.5 

1.7 

1.6 

1.6  (1.8) 

6.9  (6.7) 

6.6  (6.3) 

Italy 

-1.9/-1.7 

-0.3/0. 8 

-1.8 

0.3  (0.4) 

1.3  (1.4) 

1.2  (1.4) 

0.5  (0.4) 

0.8  (0.7) 

Japan 

1.6/2. 1 

0.7/2. 7 

1.8 

(1.9) 

1-5  (1.7).. 

0.3 

2.2  (2.1) 

1.0  (1.2) 

1.3  (1.7) 

Netherlands 

-1.3/ -1.0 

0.1/1. 1 

-1.1 

(-1.2) 

0.5 

2.6  (2.7) 

1.4  (1.7) 

10.6  (9.9) 

10.6  (9.6) 

Spain 

-1.5/-1.2 

nil/1.0 

-1.3 

0.5  (0.4) 

1.5  (1.6) 

0.6  (1.0) 

0.8 

1.6  (1.5) 

Sweden 

0.5/1. 2 

1.5/2. 5 

0.8 

(0.9) 

2.2 

0.1  (0.2) 

1.2  (1.3) 

6.0  (6.4) 

6.0  (6.2) 

Switzerland 

1. 6/2.0 

1.7/2. 3 

1.8 

(1.7) 

2.0  (1.8) 

-0.1 

0.6 

12.6  (11.9) 

12.2  (11.6) 

United  States 

1.6/1. 9 

2. 2/3. 2 

1.7 

(1.6) 

2.7  (2.6) 

1.5 

1.7  (1.8) 
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Other  markets 


%  change  on 


Dec  31st 2012 


Index 
Dec  4th 

one 

week 

in  local  in  $ 
currency  terms 

United  States  (S&P  500) 

1,792.8 

-0.8 

+25.7 

+25.7 

United  States  (NAScomp) 

4,038.0 

-0.2 

+33.7 

+33.7 

China  (SSEB,  $  terms) 

258.4 

+3.3 

+3.2 

+5.5 

Japan  (Topix) 

1,241.0 

-0.5 

+44.3 

+21.8 

Europe  (FTSEurofirst  300) 

1,273.6 

-2.1 

+12.3 

+15.8 

World,  dev'd  (MSCI) 

1,604.7 

-1.2 

+19.9 

+19.9 

Emerging  markets  (MSCI) 

995.7 

-1.3 

-5.6 

-5.6 

World,  all  (MSCI) 

395.9 

-1.2 

+16.5 

+16.5 

World  bonds  (Citigroup) 

909.4 

-0.5 

-3.7 

-3.7 

EMBI+  (JPMorgan) 

642.2 

-1.0 

-9.6 

-9.6 

Hedge  funds (HFRX) 

1,215.3s 

-0.1 

+5.8 

+5.8 

Volatility,  US  (VIX) 

14.7 

+13.0 

+18.0 

(levels) 

CDSs,  Eur  (iTRAXX)* 

82.0 

+6.3 

-34.3 

-32.3 

CDSs,  N  Am  (CDX)» 

70.8 

+2.6 

-27.7 

-27.7 

Carbon  trading  (EU  ETS)  € 

4.5 

nil 

-33.5 

-31.4 

Sources:  Markit;  Thomson  Reuters.  ’Total  return  index. 
tCredit-default-swap  spreads,  basis  points.  sDec  3rd. 


Indicatorsfor  more  countries  and  additional 
series,  goto:  Economist.com/indicators 


The  Economist  commodity-price  index 

2005=100 


%  change  on 


Nov  26th 

Dec  3rd* 

one 

month 

one 

year 

Dollar  Index 

All  Items 

164.4 

163.8 

+0.4 

-12.9 

Food 

183.5 

183.8 

+2.4 

-14.8 

Industrials 

All 

144.5 

143.0 

-2.0 

-10.1 

Nfa* 

156.9 

157.7 

+0.5 

-0.4 

Metals 

139.2 

136.7 

-3.3 

-14.2 

Sterling  Index 

All  items 

184.8 

181.5 

-1.8 

-14.5 

Euro  Index 

All  items 

150.7 

149.9 

-0.4 

-16.1 

Gold 

$  per  oz 

1,244.1 

1,223.6 

-6.6 

-27.9 

West  Texas  Intermediate 

$  per  barrel 

93.8 

96.1 

+2.8 

+8.7 

Sources:  Bloomberg;  CME  Group;  Cotlook;  Darmenn  &  Curl;  FT; 
ICCO;  ICO;  ISO;  Jackson  Rice;  LME;  NZ  Wool  Services;  Thompson 
Lloyd  &  Ewart;  Thomson  Reuters;  Urner  Barry;  WSJ.  ‘Provisional 
*Non-food  agricultural. 
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Obituary 


Natalia  Gorbanevskaya 


Natalia  Gorbanevskaya,  a  Russian  poet  and  Soviet  dissident,  died  on  November 
29  th,  aged  77 


AT  NOON  in  Red  Square  on  August  25th 
/■V1968  the  bells  tolled,  marking  not  just 
the  hour,  but  the  time.  At  the  site  of  an  old 
gallows,  eight  protesters  unfurled  scrappy 
banners  in  Czech  and  Russian.  One  bore 
the  great  slogan  of  past  struggles,  “For  your 
freedom  and  ours”,  but  it  could  hardly 
have  seemed  a  less  likely  prospect.  Soviet 
tanks  had  just  crushed  the  Prague  Spring, 
and  with  it  the  hopes  of  millions  for  a 
peaceful  reform  of  communism.  The  eight 
had  seen  their  fellows  in  the  tiny  dissident 
movement  suffer  interrogation,  jail,  perse¬ 
cution  of  relatives  and  sojourns  in  mental 
hospital.  They  knew  that  the  full  might  of 
the  kgb  would  fall  on  them,  too. 

But  it  didn’t  matter.  Natalia  Gorbanev¬ 
skaya,  a  translator  on  maternity  leave,  set 
off  with  her  three-month-old  son,  in  a 
pram  borrowed  from  her  friend  Masha. 
The  Soviet  propaganda  machine  was  in 
full  flow,  claiming  wholehearted  public 
support  for  “fraternal  assistance”  to 
Czechoslovak  friends  beset  by  imperialist 
plots.  Even  one  pebble  would  disturb  the 
smooth  surface  of  that  pond  of  lies. 

Plain-clothes  icgb  officers  cursed  the 
protesters  as  “dirty  Yids”.  Within  minutes 
they  were  beaten,  arrested  and  dragged 
away.  Yet  news  of  the  great  act  of  courage 


Translations  by  the  late  Daniel  Weissbort 


leaked  out.  Joan  Baez  wrote  a  song,  Tom 
Stoppard  a  play.  Defying  communism  was 
one  thing,  but  this  went  deeper,  attacking 
the  Kremlin’s  right  to  rule  its  empire.  It  in¬ 
spired  millions  to  believe  that  resistance 
was  not  futile. 

Do  you  dare  to  come  to  the  square? 

By  the  time  of  the  protest,  Ms  Gorbanev¬ 
skaya  was  a  seasoned  dissident.  She  had 
befriended  Anna  Akhmatova  (helping 
smuggle  her  greatest  poem,  “Requiem”,  to 
the  West);  and  worked  on  the  Chronicle  of 
Current  Events,  a  samizdat  newsletter.  Its 
smudgy  typewritten  pages  had  a  tiny  cir- 
culation-but,  rebroadcast  on  Western  ra¬ 
dio  stations,  they  reached  millions.  Every 
keystroke  was  a  challenge  to  Soviet  claims 
of  power  and  perfection. 

So  too  was  her  poetry:  a  journal  of  the 
tension  between  inner  freedom  and  out¬ 
ward  constraint.  An  individual’s  actions 
might  seem  pointlessly  small,  but  they 
brought  priceless  self-respect.  This  had 
been  a  theme  for  Russian  poets  ever  since 
Pushkin.  But  whereas  almost  all  other  dis¬ 
sident  intellectuals  concentrated  on  the 
woes  of  Russians,  she  also  considered  the 
captive  nations  of  central  Europe,  blighted 
by  war  and  occupation.  For  these  sins,  she 
felt,  she  as  a  Russian  had  to  take  personal 
responsibility. 
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It  was  not  I  saved  Warsaw  then,  or 
Prague  after, 

not  I,  my  guilt’s  irredeemable, 

my  house  hermetically  sealed  and  cursed, 

house  of  evil,  sin,  treachery  and  crime. 

And  chained  by  these  everlasting  invisible 
chains  to  it, 

I’ll  find  joy  and  venom  in  this  dreadful 
house, 

in  a  dark,  smoky  corner,  inebriated, 
wretched, 

where  my  people  lives,  guiltless  and  godless. 

It  was  not  her  childhood  or  adolescence 
that  spurred  her  courage,  but  her  love  of  lit¬ 
erature.  Her  mother  was  a  librarian,  her  fa¬ 
ther  (whom  she  never  knew)  died  in  the 
war.  Her  motivation,  she  once  said,  was 
selfish:  she  just  wanted  a  clear  conscience. 
She  initially  studied  philology,  a  good  sub¬ 
ject  in  a  country  where  the  meaning  of 
words  was  routinely  turned  upside  down. 
But  she  turned  with  a  passion  to  Polish, 
since  books  in  that  language  were  the  least- 
censored  cultural  diet  available.  She  was  a 
notable  translator  of  great  Polish  writers 
such  as  Czeslaw  Milosz. 

Her  punishment  for  it  all  was  more 
than  two  years  in  a  mental  hospital,  diag¬ 
nosed  with  “sluggish  schizophrenia”,  a 
common  fate  for  the  awkward-minded. 
She  seemed  to  suffer  no  scars  from  the 
chemical  coshes  used  on  her  (though  she 
disliked  talking  about  her  time  there,  say¬ 
ing  it  would  repeat  the  torture).  Blackmail 
and  threats  continued,  until  in  1975  she  felt 
forced  to  emigrate. 

Settling  in  Paris,  she  delighted  in  the 
novelties  of  life  in  the  West.  A  passionate 
walker,  she  would  tramp  the  streets  for 
hours,  exploring  every  corner  of  her  new 
home.  (On  her  first  visit  to  London,  she  be¬ 
came  expert  on  the  city  in  three  hard- 
pounding  days.)  She  developed  a  passion 
for  pinball,  and  wrote  a  poem  bemoaning 
its  disappearance  from  Paris  cafes,  as  well 
as  their  ban  on  smoking;  cigarettes  and  cof¬ 
fee  kept  her  going.  In  a  home  cluttered  to 
the  point  of  squalor,  she  helped  edit  two 
emigre  journals,  both  beset  by  feuds. 

When  the  empire  fell  she  received  high 
honours  in  Prague  and  Warsaw,  and  trav¬ 
elled  frequently  to  Russia- though  under 
Vladimir  Putin  the  human-rights  heroes  of 
the  Soviet  era  are  largely  ignored,  not  cele¬ 
brated.  The  police  broke  up  an  anniversary 
protest  this  year  in  Red  Square  (which  she, 
pictured  in  the  foreground,  attended). 
Once  one  of  the  fastest  typists  in  dissident 
circles,  she  became  an  ardent  blogger,  find¬ 
ing  plenty  to  criticise  in  modern  Russia. 
The  national  tendency  to  pathos  was  “ju¬ 
venile”  (her  own  catchphrase  was  “No 
nonsense,  please”).  Pomposity,  injustice 
and  hypocrisy  were  other  targets.  But 
worst  of  all  was  amnesia. 

The  crime  has  not  yet  been  expunged, 
the  hour  of  truth  has  not  yet  struck, 
logs  in  the  stove  still  ticking  over, 
although  the  fire’s  already  out.  ■ 
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